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INTEODUCTION 



The main purpose of this work is, as its title implies, 
to act as guide to the study of the elementary principles 
of Insurance and particularly of Life Assurance. 

In explaining the various steps in the development of 
these principles the author has endeavoured, by the care- 
ful avoidance of the use of mathematical formulae and all 
actuarial symbols, to place the subject before his readers 
in language as simple as the difficulties surrounding it 
permit. By this means, he ventures to think, he can 
appeal with some degree of success to a far larger class 
of students than would be the case were this treatise in 
the nature of an advanced text-book expressed in technical 
terms, which necessarily assume a considerable amount 
of previous acquaintance with the subject. His chief 
aim, in fact, has been not so much to enable the student 
to acquire a superficial knowledge of insurance matters 
as to encourage him to pursue his studies still further, 
and thus obtain a complete mastery of the higher branches 
of such knowledge. 

In the section of the volume dealing with " The 
Practical Work of a Life Office " the various chapters 
have been arranged with a view to making them service- 
able not only to students but to all others who are in 
any way interested in this Work ; and, in order to render 



vi INTRODUCTION 

this section as complete as possible, the author has added 
a chapter on "The Medical Aspect of Life Assurance," 
which, he may mention, has been revised by a medical 
gentleman of wide experience and high standing. In 
the treatment of the last section of the work, entitled 
"Other Branches of Insurance," the author has contented 
himself with setting out their salient features, and with 
referring the reader to the numerous books and papers 
which have been written by gentlemen who have made a 
special study of these branches. 



TABLE OF CONTENTS 



PART I.— LIFE ASSURANCE. 



CHAPTER 



PAGE 



I. MoBTALiTY Tables and theib Use . 1 

II. Theoey op Compound Interest . 17 

III. Annuities and Assurances . . 22 

IV. The Practical Wobk op a Lipe Office 51 
v. The Practical Work op a Life Office (contd.) G.3 

VI. The Practical Wobk op a Life Office (contd.) . 74 

VII. The Practical Work of a Life Office (contd.) . 8C 

VIII. The Practical Work of a Life Office (contd.) . 99 

IX. The Practical Wobk of a Life Office (contd.) . 120 

X. The Medical Aspect of Life Assurance . . . 128 

XI. Industrial Assurance . . . . . 143 

PART II.— FIRE INSURANCE .155 

PART III.— OTHER BRANCHES OP INSURANCE. 

I, Marine Insurance . . .... 176 

II. Casualty Insurance 184 

(a) Personal Accident Insurance . . 185 

(b) Workmen's Compensation Insurance . 192 

(c) Third Paety Indemnity Insobance . 199 

III. Burglary Insurance 203 

IV. Fidelity Guarantee Insurance .... 207 
V. Plate Glass Insurance 208 

VI. Minor Branches op Insubance .... 209 

Index .... ■ ■ .... 211 



TEXT=BOOKS FOR STUDENTS 



BOOKKEEPING 

TEXT-BOOKS BY L. C. CROPPER, 
F.G.A., 

Senior Examiner to the London 
Chamber of Commerce, and an Ex- 
aminer to the Boyal Society of Arts. 

The Primer of Bookkeeping : A First 
Course for Students. Crown 8vo, 
160 pp., cloth. 96 Exercises and 
14 Examination Papers with 
Answers. Price Is. net. 

Elementary Bookkeeping. Crown 
8vo, 300 pp., cloth. 160 Exercises 
and 19 Examination Papers, in- 
cluding the 1911 Papers, with 
Answers. Price 2s. net. 

Bookkeeping and Accounts. Crown 
8vo, 850 pages, cloth. About 250 
Exercises and 60 sets of Exami- 
nation Papers, including the 
1911 Papers with Answers. Price 
38. 6d. net. Two entirely new 
chapters and important other 
matter have been added to the 
book, which, without a doubt, 
is the most authoritative, the 
most comprehensive, and the 
finest manual on the principles 
and practice of Bookkeeping 
ever published in this or any- 
other country. 

Fulh/ worhed keys /o?* each 
of the above hooks are in pre- 
loaration. 

N.B.— The above books cover 
the syllabuses of every exami- 
nation in bookkeeping, exclusive 
only of the Advanced Exami- 
nations of the Professional 
Accountants' Societies. They 
have been highly praised by 
the Press, and are used by 
hundreds of the best teachers 
and lecturers throughout the 
country. 

LIFE ASSURANCE 

The Principles and Practice of Life 
Assurance, with chapters on 
Fire, Workmen's Compensation 
and other kinds of Insurance, 
by A. W. Tabn, F.I.A., of the 
Guardian Assurance Company, 
Ltd., Editor of "Walford's In- 
surance Guide and Handbook." 
Crown 8vo, about 220 pp. (in the 
Press). Price 3s. 6cl. 



BUSINESS TRAINING 

TEXT-BOOKS BY J. KING CREBBY, 

Examiner to the Boyal Society of 
Arts, (&c. 

A First Course in Commercial Cor- 
respondence and Office Routine. 
160 pp., cloth. Price Is. net. 

Modern Commercial Correspond- 
ence. Crown 8vo, 296 pp. Price 
2s. 6d. 

Modern Business Training and the 
Methods and Machinery of 
Business. Crown Svo, 600 pp. 
Price 3s. 6d. net. A complete 
text-book for all examinations, 
providing instruction necessary 
for passing the most elementary 
and the most advanced exami- 
nations in business methods. 
The book contains nearly 1,000 
graded questions on the subject. 

MARINE INSURANCE 

Marine Insurance: Its Principles 
and Practice, by Fkedebick 
Templeman, Adjuster of Claims 
to the Alliance Assurance Com- 
pany, Ltd. Crown Svo, 244 pp. 
2nd Edition. Price 3s. Cd. 

COMMERCIAL LAW 

The Elements of Commercial Law, 

with brief Notes on Boots Law, 
by H. W. Disney, B.A., Oxon., 
Barrister-at-Law, Lecturer at 
the London School of Econo- 
mics. Crown Svo, 220 pp. Price 
2s. 6d. 

MONEY MARKET 

A Plain Guide to Investment and 
Finance, by T. E. Young, B.A., 
F.I.A., Past President Institute 
of Actuaries. Crown Svo, 350 
pp., cloth. 2nd Edition. Price5s. 

STATISTICS 

An Elementary Manual of Statistics, 
by A. L. BowiiET, M.A., Trinity 
College, Cambridge, Header in 
Statistics in the University of 
London. Demy Svo, cloth. Price 
Ss. net. 

ECONOMICS 

From Gild to Factory : A First Short 
Course of Kconomic History, 

byALFBEDMiLNES, M.A. Crown 
Svo, cloth. Price 2s. net. 



MACDONALD & EVANS, 4, Adam St., Adelphi, London, W.C. 



PART I.— LIFE ASSURANCE 

CHAPTER I 

MORTALITY TABLES AND THEIR USE 

Insurance based on Average. — The underlying principle 
of Insurance of all kinds is Indemnity. The insured 
pays to the Insurer a premium which may be either a 
sum down or consist of periodical payments, and in 
exchange for the payment of this premium the Insurer 
agrees to indemnify or compensate the insured for some 
particular loss, damage, or injury which he may sustain. 
Loss, damage, or injury may arise in a variety of ways — 
by death, fire, accident, burglary, dishonesty, failure, or 
birth of issue, storm, earthquake, war, national mourning, 
&c., and it is the business of the insurer so to fix the pre- 
mium payable that it shall be adequate to cover the risk 
of the occurrence of the particular loss, damage, or injury 
insured against. The principle adopted in fixing the 
premium is the broad principle of average. The experi- 
ence of the past in respect of each kind of risk is 
investigated, the results obtained are tabulated in a 
scientific manner, and these tabulated results are then 
used as a trustworthy guide as to what may be expected 
to be the average occurrence of such losses in the 
future. 

Elements peculiar to Life Assurance, — It must 
2 



2 LIFE ASSUBANCE 

however, be borne in mind that there is one vital 
distinction between Life Assurance and all other kinds 
of Insurance. Eisks other than Life Assurance risks are 
covered for one year only, and the policies are renewable 
from year to year at the option of the Company or the 
insured ; but, in Life Assurance, the Premium, whether 
it consist of a single payment, or be limited to a fixed 
number of payments, is invariably calculated upon the 
basis of an Annual Premium payable throughout the 
whole duration of the risk. Thus an element is involved 
peculiar to Eisks undertaken in connection with human 
life, viz., that of Compound Interest, and it is the 
combination of this element with the increase in the Eate 
of Mortality at each successive age, that makes the 
principles and practice of Life Assurance so much more 
intricate than they would be were Life Policies, as indeed 
was the case in the early history of Life Assurance, 
merely renewable from year to year, and annual 
adjustments of the premium effected. 

Selection of a Mortality Table. — The first step in the 
formation of a Table of Annual Premiums applicable to 
the different classes of Life Assurance Eisks is to select a 
suitable Mortality Table. Before taking this step, how- 
ever, it is necessary that we should clearly understand 
the method of the construction of such a Table, and also 
the reasons why one Table is sometimes more suitable 
for determining the Annual Premium than another. 
Now, there are two distinct kinds of Mortahty Tables, 
viz., those which are based upon Population Statistics, and 
those which are formed from the Experience of Assured 
lives derived either from a single Life Office or from a 
number of Life Offices combined for this purpose. Of 
the former class the Carlisle and the various English 
Life Tables are the best-known examples ; of the latter 
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the Institute of Actuaries' Tables and the more recently 
published British OfiBces' Experience Tables in this 
country, and the Thirty American OfiBces' Table in the 
United States, hold the highest position as being 
constructed upon the most scientific principles.* 

Basis of a Mortality Table. — A Mortality Table has 
been defined as " the instrument by means of which are 
measured the probabilities of life and the probabilities of 
death." In order to obtain these probabilities we must 
first form columns setting out for each age in the Table 
the numbers living and the numbers dying. In a Table 
based upon the Experience of Assured Lives the column 
representing the numbers living is called the " Exposed 
to Eisk." At the earliest age in the Table this column 
is merely the number of entrants at that age, the 
column at subsequent ages being obtained by adding 
to the "Exposed to Eisk" at the previous age the 
number of entrants at each specified age, and deducting 
the numbers (1) withdrawing from observation whether 
by Lapse, Surrender, or Expiry, (2) remaining on the 
books at the close of the observations, and (3) dying. 

Construction of a Mortality Table from Assured Lives. 
— No better illustration of the process by which the 
" Exposed to Eisk " are obtained can be given than that 
adopted in the construction of the British Offices' Life 
Tables, since these Tables, which were based upon an 
Experience contributed by sixty different British Life 
Assurance Companies, may be considered to exhibit the 
latest and most scientific method of constructing a 

• A brief description of the construction and characteristics of the 
Carlisle, Institute, and British Offices' Tables will be found on 
pages 42-8. For a similar description of the other tables mentioned 
reference may be made to the author's edition of the "Insurance 
Guide and Hand-book." 
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Mortality Table based on Assured Lives. The observa- 
tions, over a million in number, were recorded on 
separate cards, white for males and pink for females, and 
were divided into two main classes : Policies participating 
in Profits, and Policies not participating in Profits. 
Each of these classes was further sub-divided into 
" Old Assurances," consisting only of Policies effected 
prior to January 1, 1863, the date of the closing of an 
earlier Experience, known as that of the Institute of 
Actuaries, and " New Assurances " from that date to 
December 31, 1892, the limit of the observations. For 
the principal Tables only Healthy Lives were included, 
and, as the great majority of these were males, the most 
important Tables are those which were based upon the 
Experience of Healthy Males only. These observations 
were again separated into two distinct classes of Lives, 
to which were attached the respective names of " Aggre- 
gate Lives " and " Select Lives." In the Tables relating 
to Aggregate Lives all persons of the same age * were 
brought together quite irrespective of the length of time 
during which they had been under observation. In 
the " Select " Tables, on the other hand, these Lives 
were classified, and the Exposed to Risk and Numbers of 



• This age was obtained in the following manner : The age at 
entry was first found by taking it as the nearest age at the date of 
the Assurance ; and to this age was added the difference between the 
year of exit and that of entry if the Policy had gone off the books, or 
the difference between the year 1893 and that of entry if the Policy 
were in force at the date of observation. It should be added that the 
meaning of the term " year of exit " varied according as the " exit " 
was caused by death or otherwise. A full explanation is, however, 
given in a treatise, published in 1903, entitled "An Account of the 
Principles and Methods adopted in the Compilation of the Data, 
&c.," and prepared by the Joint Committee whicji superintended the 
experience. 
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Deaths separately ascertained for every complete year 
which had elapsed since the date of the Assurance. 

Illustration. — The extract on the following page from 
the Experience of "Aggregate Lives (Males)— New 
Assurances" is a practical illustration of the method 
adopted in obtaining the "Exposed to Eisk " for each 
age in this Experience. 

Select Tables,— The object of compiling Select Tables 
was to show the effect of the duration of the Assurance 
upon the Eate of Mortality, since previous investigation's 
had conclusively proved that the Eate of Mortality pre- 
vaihng among a body of assured lives is affected not only 
by the age attained, but also by the length of time for 
which they had been assured, and further that in the 
early years of Assurance this Eate depends to a greater 
extent upon the duration of the Assurance than on the 
age attained. " The fundamental idea in constructing 
a set of Select Mortality Tables," says Dr. T. B. Sprague, 
who is the greatest living authority on this subject, 
" is that the lives are all healthy when first selected, and 
that the rate of mortality among them in the first insur- 
ance year is very light, the deaths being caused by acci- 
dent, or by acute diseases, which run their course in 
a few weeks, or at most a few months ; that, of the lives 
in their second insurance year, a certain number will 
have fallen into bad health ; and this will cause the rate 
of mortality to be heavier than it is among those of 
the same age who are in their first insurance year ; 
that, in each successive insurance year, the proportion 
of unhealthy lives at each age will increase, and the rate 
of mortality at each age therefore increase, until, after 
the lapse of a longer or shorter term, the deaths among 
the unhealthy lives will balance the increase in their 
number, and there will be no further increase in the rate 
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Age. 


Entered. 


Existing. 


With- 
drawals. 


Exposed 
to Bisk. 


Died. 


0-9 


... 202 


10 


13 


— 


1 


10 


... 92 


8 


10 


252 


2 


11 


... 106 


4 


12 


340 


2 



Starting with tiie 202 Entrants between ages and 9, 
the " Exposed to Eisk " for ages 10 and 11 are obtained 
as follows : — 



Entered (ages 0-9) 




202 


Deduct — 






Existing... 


10 




Withdrawals 


13 








23 
179 


Add— 






Entered (age 10) 




92 
271 


Deduct — 






Existing ... 


8 




Withdrawals 


10 




Died (ages 0-9) ... 


1 






— 


19 


Exposed to Eisk (age 10) 




252 


Add— 






Entered (age 11) 




106 
358 


Deduct — 






Existing ... 


4 




Withdrawals 


12 




Died (age 10) ... 


2 






— 


18 


Exposed to Eisk (age 11) 




340 
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of mortality among those of a given age, however long 
they may have been assured. We thus arrive at what 
we may call the normal rate of mortality for mixed lives 
of any age ; and the first question we have to consider, 
for entrants of any age, is how long a period will elapse 
before the mortality among them will be equal to the 
normal rate among mixed lives of the age they have 
attained. It has been generally held that the benefit 
of selection is exhausted in about five or six years; 
but there seems to be good reason for believing that it 
endures for a much longer period."" 

Use of Non-Select Tables for Valuations. — In view 
of the importance of the influence of Selection during 
the early years of assured life, it has become the practice 
in forming Mortality Tables to divide the Experience into 
two parts, viz., the Experience of each of the first five 
years, consisting of Select Lives only, and the Experi- 
ence excluding the first five years, consisting entirely 
of Non-Select Lives. The latter class of Mortality Table, 
when applied to the Valuation of the liabilities of a 
Life OfiBce under its Assurance Eisks, has the effect of 
requiring higher Eeserves to be set aside than is the 
case if the Valuation is based upon an Aggregate Table, 
and hence such a Table is invariably adopted when 
circumstances render a stringent valuation advisable. 

Calculation of Net Premiums. — Select Tables are now 
generally employed for the calculation of Net Premiums,^ 
that is. Premiums based solely upon the Mortality Ex- 
perience and the Rate of Interest considered most suit- 
able for the calculation, without any addition being made 
for Office Expenses and Profits. The effect of adopting 
this basis is that, for the younger ages in the Table at 

* Introduction to " Select Life Tables." 

f Sometimes also called " Pure " Premiums. 
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which Assurances are most usually effected, the Pre- 
miums are somewhat higher than they would be if 
they were based upon Aggregate Tables, while for the 
older ages in the Table the reverse is the case. In other 
words, the Rate of Mortality brought out by the Aggre- 
gate Tables for the younger ages is too low for the calcu- 
lation of correct Premiums, and for the older ages too 
high. This result is due to the fact that at the younger 
ages in these Tables there is an abnormal number of 
healthy lives, while at the older ages the lives consist 
of an undue proportion of lives in which the effect of 
Selection has worn off. 

Construction of a Mortality Table. — Having now given 
a brief preliminary explanation of the formation of the 
British Offices' Tables, we can proceed to consider the 
manner in which the remaining columns are formed from 
those represented by the Exposed to Eisk and the Deaths 
at each age. The principal of these columns are three 
in number, viz., (1) the Probability of dying during the 
year ; (2) the Probability of living to the end of the year ; 
and (3) the Expectation of Life. If we start with a radix of 
100,000 persons living at age 10, and, taking the British 
Offices' Combined Table as our standard, assume the 
numbers of Exposed to Eisk and of Deaths to be 282 
and 2 respectively at that age, we find by dividing 
the former number into the latter that the probability 
of dying during the year at age 10 is the fraction ^-fj, 
or -00709 ; and as the sum of the probabilities of living a 
year, and of dying during the year is unity, the 
difference between unity and -00709, or -99291, repre- 
sents the probability of living a year at age 10. It 
will next be necessary to ascertain the number of deaths 
at that age on the assumption that the number living is 
100,000, and this is obtained by multiplying the fraction 



MORTALITY TABLES AND THEIB USE 9 

•00709 by 100,000, the product being 709. Similarly 
we start the next age with the numbers living as 
100,000 - 709, or 99291, and taking the Exposed to 
Eisk and Deaths at that age as 379 and 3 respectively, we 
obtain, by the same process as before, 786 for the cor- 
responding numbers dying. This process being repeated 
until all the lives have failed, we have a complete set of 
columns representing for every age in the Table the 
numbers living and dying, and the probabilities of living 
a year and dying during the year. It now only remains 
for us to form s, column of what is usually called the 
Expectation of Life, but more correctly the mean after 
lifetime — a function which is chiefly used for the purpose 
of comparing Mortality Tables — and this is effected by 
adding up the column representing the numbers living 
at every age above the specified age, and dividing the 
sum of these numbers by the number living at that 
age. Thus for age 10 we start at age 11, and add up the 
numbers living up to the last age in the Table, and divide 
the sumisyJLOO.OOO, the result being 51"15 years, which 
represents the total rtujuber of completed years through 
which, on the average, persons at age 10 will live. This 
result is known as the curtate Expectation of Life, the 
year of death being excluded from the calculation ; but as, 
taking one person with another, six months of this year 
will be lived, to obtain the complete Expectation of Life 
we must add the fraction J or -5 to the above figures, so 
that the complete Expectation of Life at age 10 is 51'65 
years. 

The "Expectation of Life," — "The term 'Expectation 
of Life,' " says Mr. George King, "is apt to mislead un- 
thinking persons, who not unfrequently take it for granted 
that a man's expectation of life represents the number of 
years he may ' reasonably expect ' still to liye, But 
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when we analyse the phrase ' reasonably expect,' we 
See that it is wanting in precision. If it has any meaning, 
it implies that the probability is far greater of a man's 
living the term of the expectation than of his living any 
other term. This, however, is not so. Very few of the 
lives, if any, will fail when they have exactly completed 
the expectation of life. Many will fall far short of it, and 
many will long survive it. In fact, to form the expecta- 
tion of life we take the excess from those who live long, 
and distribute it among those who die early, so as to 
place all on an equality ; and the expectation of life 
has no relation whatever to the most probable lifetime 
of any given individual." * 

Graduation of a Mortality Table. — Of the three columns, 
the construction of which we have just considered, by 
far the most valuable is that which records the proba- 
bility of living a year for every age in the Table, 
as it is this column which forms the basis of all 
calculations in connection with Assurances on human 
lives, whether Premiums, Annuities, Paid-up Policies, 
Eeserves, or Surrender Values. Hence it is of the 
utmost importance that the different values of this 
probability at successive ages should be correctly set out. 
In order, therefore, to secure the necessary accuracy for 
this purpose a mathematical process known as Gradiia- 
tion is applied to the figures brought out in the manner 
already described. The effect of such a process is to 
smooth down all irregularities arising from fluctuations 
in the Eate of Mortality. The irregularities are due, 

* This last-mentioned function, generally called the " Vie Prob- 
able," Is the time that will elapse until the number living is reduced 
to exactly one-half the original number. As a rule, it may be 
mentioned, up to age 56 the Vie Probable Is greater than the Com- 
plete Expectation, and above that age it is less. 
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for the most part, to paucity of numbers at different 
ages, it having been clearly proved that as the numbers 
are increased irregularities are in a great measure 
diminished. There are several recognised methods of 
Graduation, the particular method most suitable for 
application to a Mortality Table depending upon the 
nature of the uagraduated results. For instance, the 
method, advocated by the late Mr. W. M. Makeham, 
and called after his name, is based upon the as- 
sumption of a Law of Mortality prevailing throughout 
either the whole or the greater portion of the Table. 
This method, which, however, can only be applied in 
cases where the original values follow approximately the 
assumed Law of Mortality, is particularly serviceable for 
the calculation of the values of benefits involving two or 
more lives, since by it we may substitute for any number 
of joint lives of different ages the same number of lives of 
equal ages. Another type of graduation is one involving 
a process of summation by means of a mathematical 
formula. Different methods of summation, more or less 
satisfactory in their results, have been devised within 
recent years by the late Messrs. W. S. B. Woolhouse and 
John Finlaison, and by Messrs. G. King, G. P. Hardy, 
T. G. Ackland, and J. Spencer. Lastly, we have the 
Graphic Method by which the graduated values are 
obtained from the results of a series of curves, following 
as nearly as possible the observed Bates of Mortality, 
drawn upon a sheet of cross-ruled paper. It is claimed 
for this method, which is specially suitable to a Table 
where the experience is larger at one end than at the 
other, that, if the curves be carefully drawn, and the 
paper be accurately ruled, the points where the curves 
cross the lines on the paper will give a smooth series 
of the, Bates of Mortality at the different ages instead of 
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one o£ an irregular character. It may be mentioned 
that this method has been found to be particularly suit- 
able to the Experience of Annuitants, and that conse- 
quently it has been applied, and with the greatest success, 
to the two most important Annuity Tables published 
within recent years, viz., the Government Annuitants' 
Tables, 1883, and the British Of&ces' Annuity Experi- 
ence Tables, 1893, the former Table being graduated 
by Dr. T. B. Sprague, whose name is most generally 
associated with this method, and the latter by Mr. James 
Chatham.* 

Ungraduated and Graduated Results Compared. — For 
the official graduation of the British Offices' Tables 
it was found that Makeham's formula of the law of 
mortality was applicable to the Experience, and accord- 
ingly with some necessary modifications it was adopted 
both for Assurances and Annuities. By way of illustrat- 
ing the general effect of graduation upon the original 
results we append a Table showing side by side the 
numbers Living and Dying from ages 10 to 15 taken from 
the Ungraduated and the Graduated Tables of the British 
Offices' Combined Experience : — • 





Ungraduated Values. 


Graduated Values. 


Age. 
















Nos. Living. 


Nos. Dying. 


Nos. Living. 


Nos. Dying. 


10 


100,000 


709 


100,000 


338 


11 


99,291 


786 


99,662 


340 


12 


98,505 


582 


99,322 


343 


13 


97,923 


134 


98,979 


346 


14 


97,789 


85 


98,638 


349 


15 


97,704 


358 


98,284 


354 



The illustration in this Table, relating, as it does, to 
• Journal of the Institute of Actuaries, vol. xxxvii. 
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the earlier ages in the Table where the observations are 
very small in number when compared with ages 20 to 60, 
may be regarded as a very satisfactory one for the 
purpose of contrasting the irregularities in the numbers 
dying at the successive ages with the steady increase in 
these numbers which might naturally be expected. 

It would be out of place in a treatise of this character 
to describe in detail the exact methods adopted in the 
graduation of Mortality Tables, since, at least, an element- 
ary knowledge of Finite Differences and an acquaint- 
ance with the Differential and Integral Calculus are 
required to understand them. We would refer those 
students who desire to pursue the subject further to the 
numerous papers on Graduation published in the Joicrnal 
of the Institute of Actuaries, and in the Transactions of 
the Actuarial Society of Edinburgh and of the Faculty 
of Actuaries. It may be added that in the work already 
referred to, entitled " An Account of the Principles and 
Methods adopted in the Compilation of the Data, the 
Graduation of the Experience, and the Construction of 
Deduced Tables," much useful information can be 
obtained by more advanced students relating to the 
various British Offices' Life Tables. 

We may conclude with an illustration of the Graphic 
method of Graduation. The Diagram on page 14 
shows the Unadjusted and Adjusted Rates of Mortality 
by means of applying this method to the British Offices' 
" Old Assurances " Aggregate Table Ages 30 to 44. 
It may be mentioned that, apart from the smoothness 
of the graduated results, the best test of a successfully 
graduated Table is the agreement between the number of 
Deaths in the original Experience and those brought out 
in the graduated Experience by means of multiplying the 
graduated Bates of Mortality at each age by the Exposed 
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to Eisk at tke corresponding age. The Table on page l5 
shows an exact agreement between the numbers of 
Deaths in the two Experiences, and hence the graduated 
Bates of Mortality brought out in the Diagram may be 
taken to be fairly representative of those that would 
have been actually experienced had the observations 
been on a far larger scale than was possible in the com- 
paratively limited Experience available. 



CHAPTER II 

THEORY OF COMPOUND INTEREST 

So far we have considered only the construction of a 
Mortality Table for the purpose of obtaining the proba- 
bilities of living a year and dying within a year for every 
age in the Table. Before, however, we can proceed to 
show how Tables of Monetary Values, or, in other words, 
of Annuity Values and of Single and Annual Premiums, 
are formed from the graduated values of these proba- 
bilities as set out in the Mortality Table, it will be 
necessary to understand the operation of Compound 
Interest, which, as previously observed, plays a highly 
important part in the formation of these Monetary 
Values. The simplest way to show the effect on a 
sum of money accumulated at Compound Interest is 
to start with a payment down, or Single Premium, of 
£100, and to assume a definite Bate of Interest, say, 
3 per cent. At the end of the first year the Principal 
and Interest will amount to £103, and the Interest on 
this amount at the end of the second year will be 
£3 Is. lOd., making the Principal and Interest together 
£106 Is. lOd. at the end of the second year. Con- 
tinuing this process to the end of 23 years we shall 
find that the original Single Premium of £100 has 
increased, with Compound Interest, to £197 7s. 2d., 
or nearly double. Hence it appears that the Single 

3 " 
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Premium required to provide for the payment of a fixed 
sum of £200 at the end of a period between 23 and 24 
years from the present time at 3 per cent. Compound 
Interest is £100. If, however, we wish to illustrate 
the effect of Compound Interest upon a payment made 
annually in advance — in other words, upon an Annual 
Premium — the process is somewhat different. We start 
as before with a payment down of £100, which at the 
end of the first year amounts, with Interest at 3 per cent., 
to £103 ; but at the beginning of the second year another 
£100 is payable, so that we start the second year with 
an accumulated payment of £203, which at the end of 
that year will amount to £209 Is. lOd., made up of £200, 
the two payments of the Premium, £3 the Interest for 
one year on the first payment, and £6 Is. lOd. the 
Interest for one year on £203. Continuing this process 
for 30 years we find that the accumulated Annual 
Premiums and Interest will then have amounted to 
£4,900. Hence we may conclude that the payment 
of an Annual Premium of £100, accumulated at 3 per 
cent. Compound Interest, will secure a fixed sum of 
£4,900 at the end of 30 years. In calculations con- 
nected with Life Assurance, however, we have to 
consider not only the Eate of Interest but also, and 
more frequently, the Eate of Discount, which may be 
defined as the consideration for the immediate pay- 
ment of a sum due at a future date. For example, 
if the sum of £100 is due at the end of a year from 
the present time its value at 3 per cent, interest is 
now £97 Is. 9d., the difference between these two 
sums, or £2 18s. 3d., being the Eate of Discount, or 
the sum payable for receiving the amount now instead 
of in a year's time. It therefore follows that the 
Eate of Discount on the amount due at the end of the 
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year is equal to the Eate of Interest upon its present 
value. Similarly, we find that the present value of 
£100 payable at the end of 2 years is £94 5s. 2d., while 
at the end of 23 years it is £50 13s. 5d., or rather more 
than one-half. We have already seen that during this 
period £100 amounts to nearly £200 at 3 per cent. Com- 
pound Interest, and by the same reasoning £50 13s. 5d. 
amounts to £100 at 3 per cent. Eate of Interest, or 
£2 18s. 3d. per cent. Eate of Discount. We may also 
apply the same process of reasoning to the present 
value of an Annuity for a term of years. In our 
illustration of the amount to which the sum of £100 
a year would accumulate at the end of 30 years we 
found that at 3 per cent, interest the amount would 
be £4,900. If now we calculate the present value of 
an Annuity of £100 payable at the end of each year 
for 30 years at the same rate of interest the result 
will be £1,960, which is also the present value of the 
sum of £4,900 payable at the end of 31 years, the 
additional year being accounted for by the fact that in 
one case the Annuity is payable at the beginning of 
the year and in the other at the end. 

Sinking Fund Assurances. — The above illustrations 
have been taken with the object of showing the effect 
of Compound Interest upon a single or annual payment 
when accumulated for a term of years certain. Such 
payments are frequently made by leaseholders in order 
that, on the expiration of their leases when the property 
reverts to the freeholder, they may be indemnified 
against any monetary loss. Assurances covering losses 
of this kind are granted by most Life Offices, and are 
termed Sinking Fund or Leasehold Assurances. Owing 
to the effect of the operation of Compound Interest the 
Premiums charged are very small, an Assurance for 
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£100 payable at the end ot the term of 99 years, the 
most usual term for which leases are granted, being 
effected by the payment of a Single Premium of 
£5 7s. 3d. or of an Annual Premium of 3s. 4d. 

Interest and Capital in an Annuity. — Another simple 
method of showing the effect of Compound Interest 
is to start with the value of an Annuity for a term of 
years, and divide it into its component parts of principal 
and interest from year to year till the end of the term. 
For example, let us start with the value of an Annuity 
of £100 for the term of five years, which is approximately 
£458. In the following Table we see the amount (taken 
to the nearest Pound) of principal and interest contained 
in each payment of £100 for each of the five years : — 



Years 
to Run. 

5 


Value of 
Annuity. 

£458 


Interest. 

£14 


Principal. 

£86 


4 


372 


11 


89 


3 


283 


8 


92 


2 


191 


6 


94 


1 


97 


3 


97 



Total £458 

We here start with the value of an annuity of £100 
for the term of five years, or £458, the interest on which 
at 3 per cent, for a year is £14, leaving a balance of 
£100 - £14, or £86. Deducting this amount from £458, 
we obtain for the value of the annuity for the remaining 
four years £372, the interest on which is £11 and the 
balance applied in repayment of principal £89. At the 
end of the term we find that the total amount of 
principal repaid out of the annuity is £458, which is 
the amount with which we started. 
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Illustration of Half-yearly Payments.— If, however, 
it is desired that, as is usually the case, the Annuity 
should consist of half-yearly payments of £50 each, it 
will merely be necessary to substitute in the above 
Table ten half-years for 5 years, and to take the rate of 
interest as being 1^ per cent, per half-year. The 
Table would then run as follows, the figures as before 
being taken to the nearest Pound : — 



[alf-years 
to Bun. 

10 


Value of 
Annuity. 

£461 


Interest. 
£7 


Principal. 
£43 


9 


418 


6 


44 


8 


374 


6 


44 


7 


330 


5 


45 


6 


285 


4 


46 


5 


239 


4 


46 


4 


193 


3 


47 


3 


146 


2 


48 


2 


98 


1 


49 


1 


49 


1 


49 



Total £461 

It will be noticed that the initial Annuity Value in 
this second Table is slightly higher in amount than 
that in the first, this being due to the fact that part 
of the principal being repaid every six months instead 
of every year, such part repaid is assumed to be im- 
mediately re-invested at the same rate of interest. 
Hence it is obvious that the more frequently an annuity 
is payable during the year the greater will be its initial 
value. 



CHAPTER III 

ANNUITIES AND ASSURANCES 

We have now considered separately the elementary 
principles upon which the probabilities of living and 
dying and the accumulations of either a single or a 
periodical payment at Compound Interest are calculated. 
In applying these principles to the Theory of Life Assur- 
ance, we must proceed a step further and consider how 
to combine the two elements of probability and interest 
in order to obtain the Annual or Single Premium to 
provide for the payment of a sum of money at death. 
Formation of Tables of Life Annuities. — This can be 
done by first finding the value of an annuity payable 
during a single life, and tabulating such value for every 
age at which the probabilities of living and dying have 
been obtained. Now, the value of an annuity of this 
kind is found by discounting each payment of the 
annuity from the initial age to the last age in the Table. 
If we start at age 10, for example, the value of the first 
payment of the annuity is obtained by multiplying the 
fraction representing the probability of living a year at 
that age by the value of such payment due one year 
hence, the value of the second payment by multiplying 
the probability of living two years at the same age by 
the value of such payment due two years hence, and the 
values of the remaining payments by a precisely similar 
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process. The sum of all these values is the value of the 
annuity required. Since, however, to make a calcu- 
lation for the value of an annuity in this manner would 
necessarily be extremely laborious, it is usual in practice 
to form a Table of Annuities for all ages by the simple 
method of starting at the oldest age in the Table and 
working backwards. Thus at age 100 the probability of 
living a year may be taken at -25, and the value of a 
payment of 1 at the end of a year as -9709. Multiplying 
these two values together we get -24272 as the value of 
an annuity at age 100. To obtain from this value that of 
an annuity at age 99, we have merely to add a unit to the 
former value and then multiply it by the combined values 
at age 99. The value of the annuity for age 99 may thus 
be formed by taking the product of (1) the probability of 
living a year at age 99 (-4:4445), (2) the value of 1' 
payable at the end of the year (-9709), and (3) the value 
of the annuity at age 100 with unity added (1-24272), 
this product being -53623. Eepeating this process down- 
wards to age 10, we obtain with comparatively little 
labour a complete Table of Annuity Values. 

Formation of Tables of Single Premiums. — Having 
now formed a Table of the Values of an Annuity of 1 
for all ages, we can take this Table as the basis for 
obtaining the corresponding Single and Annual 
Premiums, since there is a close connection between the 
two classes of benefits. To obtain the Single Premium 
for an Assurance of 1 from the corresponding Annuity 
Value, we have simply to deduct from the Value of the 
Annuity, payable at the end of each year on which a 
particular life enters but which, he may not live to com- 
plete, the Value of a similar Annuity payable at the end 
of each year which the life actually completes, the 
difference being the present value of a payment of 1 at 
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the end of the year of death, or, in other words, the 
Single Premium for an Assurance of 1. 
Formation of Tables of Annual Premiums.— The 

relation between the Annuity Value and the Annual 
Premium corresponding to it, however, is rather more 
complex, but it may be interpreted by taking as the basis 
of such relationship not the value of an Annuity payable 
at the end of the year, but the value of one payable at 
the beginning of the year, or what is termed the Value of 
an Anmdty-due. Such value is obtained by simply 
adding unity to the ordinary Annuity Value. If, now, we 
take the reciprocal of the Annuity-due Value, the result 
is the amount of the Annuity-due that could be pur- 
chased by an immediate payment of 1. Now, since the 
Annual Premium we require is a similar Annuity for a 
payment of 1 not immediately, but only at the end of the 
year of death, we must deduct from the reciprocal we 
have already obtained a year's Discount on 1. 

Illustrations. — The relationships discussed in the three 
preceding paragraphs may be best illustrated by taking a 
practical example. Assuming the Value of an Annuity 
of 1 at age 30, payable at the end of each completed 
year at 3 per cent, interest to be 19'895, the Value of a 
similar Annuity payable at the end of each year entered 
upon may be obtained by adding unity to the first- 
mentioned Value, which has the effect of making it 
an Annuity-due, and then, since the first payment is to 
be made a year hence, discounting it for one year. This 
second value will then become (1 + 19-895) x -97087, 
or 20-286, the difference between which amount and 
19-895 leaving -391 as the Single Premium for an 
Assurance of 1 at age 30. Again, we have as the Value 
of an Annuity-due at this age 1 + 19-895 or 20-895, the 
reciprocal of which is -04786. From this amount we 
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must deduct one year's Discount on 1, or the difference 
between 1 and -97087, that is -02913. Hence the 
corresponding Annual Premium is -04786 — -02913, 
or -01873. 

Premium Conversion Tables. — It may be here stated 
that the relationships, described above, between the 
Annuity Values and the Single and Annual Premiums 
have been made use of by the construction of what are 
known as Premium Conversion Tables. Such Tables 
were first compiled by the late Mr. William Orchard over 
fifty years ago, but more recently some more extended 
Tables of this kind were computed by the late Mr. H. J. 
Eothery and Sir Gerald Ryan, the present President of 
the Institute of Actuaries.* Hence, if we know the 
Value of an Annuity payable during the whole of life at 
any age, and at a given rate of interest, we can, by 
means of these Tables, obtain without any difficulty the 
corresponding Annual and Single Premiums. The 
Tables have, too, the additional advantage of being 
applicable to any number of Joint Lives, or to the Last 
Survivors of any number of lives, while by taking the 
Annuity Value for one year less than the term of the 
Assurance they can be applied to the calculation of 
Single and Annual Premiums for Endowment 
Assurances. 

Annuities on more than one Life. — An Annuity 
payable during the continuance of a single life is the 
simplest form of this class of benefits. There are, how- 
ever, in connection with Life Contingencies a variety of 
forms of Annuity, such as, for example, an Annuity 
payable during the continuance of two or more Joint 
Lives ; an Annuity payable during the continuance of 

' For a complete description of the method of computing these 
Tables see Introduction to Messrs. Eothery and Kyan's work. 
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the life of the Survivor of two or raore lives ; an Annuity 
payable during the continuance of either a single life, or 
two or more lives, after the failure of another life ; an 
Annuity payable during the continuance of either a 
single life, or two or more lives, to commence at the end 
of a specified number of years, or upon the attainment 
of a specified age ; and an Annuity payable during the 
continuance of either a single life, or two or more lives,: 
to cease at the end of a specified term. There are also 
what are known as Compound Survivorship Annuities, 
which consist of an Annuity payable during the con- 
tinuance of a single life, or of two or more lives, after 
the failure of either two or more joint lives, or of a 
particular one of such lives either first or second. 

Joint Life Annuities. — The Value of an Annuity 
payable during the continuance of two or more Joint. 
Lives is obtained in a similar manner to the Value of one 
during a single life, the only difference being that the 
value of each payment is formed by multiplying the 
value of such payment during a single life by the 
probability of the second life, third life, and so on, living 
each successive year up to the end of the Table. Thus, 
assuming the value of an Annuity payable during the 
continuance of a life aged 100 to be -24272 and the 
probability of a second life of the same age living a year 
to be '25, we have for the Value of an Annuity payable 
during the Joint Lives, the fraction -24272 x -25, or 
"06068. From this Value the Annuity Values for Joint 
Lives for younger ages may be tabulated by a process 
similar to that already described in the case of single lives. 
As already stated, in Mortality Tables which are found to 
follow approximately Makeham's Law of Mortality, it is 
only necessary to construct Tables of Annuity Values for 
lives of equal ages, the corresponding values for lives of 
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other ages being obtained by some method of inter- 
polation.* 

Last Survivor Annuities, — The Value of an Annuity- 
payable during the life of the survivor of two or 
more lives is somewhat more complex, but it may 
in general terms be stated as the sum of the Values 
for each of the single lives, of the Values for each 
combination of three joint lives, of the Values for each 
combination of five joint lives, and so on, less the sum of 
the Values for each combination of two joint lives, of the 
Values for each combination of four joint lives, and so on. 
Suppose, for example, we desire to find the Value of an 
Annuity payable during the life of the survivor of three 
lives aged respectively 30, 40, and 50. Then to the 
values of Annuities on each of these lives we must add 
the value of an Annuity payable during the joint continu- 
ance of all three lives, and subtract the values of 
Annuities payable during the joint continuance of two 
lives aged 30 and 40, of two lives aged 30 and 50, and of 
two lives aged 40 and 50, respectively. 

Survivorship Annuities. — The Value of an Annuity 
payable during the continuance of a single life after 
the failure of another life is obtained by deducting 

* Aa an example of Interpolation of this kind in its simplest form, 
let it be required to obtain the value of an Annuity at ages 30 and 
35, the values of a similar Annuity at ages 30 and 30 and at ages 35 
and 35 being 16 '420 and 15-142 respectively. The process of Inter- 
polation would be as follows : — 

17 1 fA •* 16-420 4- 15-142 81-562 ,_ ,„, 
Value of Annuity = ~ = — ;; — = 15-781. 

This value is, however, merely an approximation, the correct value 
being 15-728. To obtain this, however, we require to adopt a process 
which involves a function termed the " Force of Mortality," such 
process being fully explained in the Text-Book (Part II.), chapter xii. 



28 LIFE ASSVMNCE 

from the value of the Annuity during the continuance 
of the first-mentioned life the Value of an Annuity 
during the two joint lives. The same principle is 
applicable when joint lives or survivors of joint lives 
are substituted for single lives. 

Deferred Annuities. — The Value of an Annuity, to 
commence at the end of a fixed term of years, or at 
a specified age, is the Value at the age which, in 
the one case, is determined by adding to the present 
age the number of years in the term and, in the 
other, by the age at which the Annuity is to com- 
mence, and treating such Value as equivalent to an 
Assurance payable at the age so determined. The Value 
we require is then the Single Premium to provide an 
Assurance of this amount. For example, to obtain the 
Value of an Annuity payable during the continuance of 
a life now aged 30 and to commence at the end of 30 
years, we take the Value of the Annuity at age 60, say, 
10'2235, and multiply it by the Single Premium for an 
Assurance of 1 effected at age 30 and payable only in 
the event of the Assured attaining the age of 60 years. 
This Single Premium is made up of two factors, one being 
the value of a sum of 1 payable at the end of 80 years, 
or -412, and the other being the fraction representing the 
probability of a life now aged 30 living to age 60. This 
fraction is obtained by dividing the number living at age 
60, according to the Mortality Table selected, by the 
number living at age 30. Taking these two numbers as 
58,842 and 89,685 respectively, the probability required 
becomes -656, and this multiplied by '412 and by 102235 
gives as the Value of the Annuity 2-763. 

Term Annuities. — Prom this last class of Annuity 
Value the Value of an Annuity payable during the con- 
tinuance of a life and to cease at the end of a specified 
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term may be readily obtained, since the Value of an 
Annuity for the whole of life may be divided into two 
parts — viz., the Value of an Annuity for a term of years, 
provided the life survive such term, and that of an 
Annuity to commence at the end of the term and to 
continue during the remainder of the life. We have 
already obtained the value of the latter part of the 
Annuity, and we have now only to deduct this value 
from the value for the whole of life in order to obtain the 
value for the specified term. Thus, the value at age 30 
for the whole of life being taken at 19"895, and the value 
of the deferred portion of the Annuity as 2'763, the 
difference, viz. 17'132, will represent the value required. 
When the Annuity is payable during the continuance of 
more than one life the same principle holds good. 

General Remarks. — With regard to the Values of 
Compound Survivorship Annuities, we must refer the 
student to Part II. of the Text Book of the Institute 
of Actuaries (chap, xv.) since their complicated nature 
does not permit of a simple verbal explanation. It 
may be also added that the methods of obtaining the 
various Annuity Values which have just been described 
have been set down here more with the object of show- 
ing the nature of each class of Annuity than of ex- 
plaining the exact processes adopted by actuaries in 
calculating such values. As a matter of fact, it has 
been found much more expeditious to construct either 
Tables of Annuity Values or separate Annuity Values 
by means of what are termed " Commutation Columns " 
obtained by the use of algebraical formulae. Since, 
however, this subject is beyond the scope of the pre- 
sent work, we must again refer the student to various 
chapters in the Text Book (Part II.), where he will find 
full details as to fee coijstrttction and uses of these columns. 
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Comparison between Level and Natural Premiums. — We 

have already seen how the Annual Premium for an 
Assurance of 1 can be obtained from the Value of 
an Annuity of 1 payable during the continuance of a 
life. It will be convenient here to set out briefly the 
nature of such a Premium and to analyse its component 
parts. In the first place, it must be clearly understood 
that, at the younger ages in the Mortality Table from 
which the Premium is derived, the risk of death within a 
year is comparatively small, and that the risk increases 
steadily with the age, tiU at the extreme ages in the 
Table it is very high indeed. For example, the probability 
of dying within a year at age 20 is only -00572, at age 30 
•00771. At age 100, however, the probability is estimated 
at -75, which is equivalent to saying that the chances of 
dying in the year at this age are as 3 to 1. The Annual 
Premium, however, is a level premium, exactly the same 
amount being payable for the first year of an Assurance 
effected at age 20 as for the year in which the pohcy 
becomes a claim, although the risk of the Assurance 
falling in by death during the last year in the Table is 
more than fifty times the amount of the Premium. It is 
clear, therefore, that an Annual Premium consists of two 
distinct portions, one to provide for the current risk of 
death, and the other to accumulate at compound interest 
and form a reserve fund to counteract the excess of the 
Eate of Mortality over the Premium at the older ages. 
All Life Assurance Companies, in order that they may be 
in a position to meet future liabilities under their Assur- 
ance Contracts, set aside periodically a considerable 
portion of their Premium Income, and form a Reserve 
Fund out of which the claims are paid. It may be 
mentioned that up to a few years ago Companies existed 
which adopted a different system called the Natural 
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Premium or Assessment System. They charged in the 
first instance a Premium sufficient only to cover the 
year's risk, and a loading for expenses and possible 
fluctuations. From time to time, however, according to 
the amount of claims falling in during the previous year, 
and to provide for what are termed Mortuary Calls,'"''- 
these Natural Premiums were re-assessed and increased, 
so that after some years the unfortunate Policy- 
holders found themselves paying Premiums very 
considerably in excess not only of the amounts with 
which they started, but of those which they would have 
paid had their Assurances been effected on a Level 
Premium basis. 

Fallacies of the Assessment System, — The main principle 
adopted by these Companies, which, it is satisfactory to 
note, have ceased to exist, was that of paying the claims 
of the year out of the income of the year without setting 
aside any reserves to meet the increasing Eate of Mortality. 
This principle appeared very plausible so long as the Eate 
of Mortality was kept down by the entrance of a large 
number of young lives. As soon, however, as the flow of 
new business was checked by public exposure of the fal- 
lacies of the system, the Eate of Mortality rapidly increased, 
and with it a corresponding addition to the Annual 
Premiums was imposed. 

Calculation of Office Premiums. — Having obtained 
complete Tables of Net Premiums calculated upon the 
basis considered most applicable to existing conditions, 
a basis which may be taken as that of the British Offices' 

* "Mortuary Calls," it may be explained, consist of additional 
payments required by the Company to meet the excess of claims 
over premiums which may have been experienced during the past 
year, each Assured paying in proportion to the probability of dying 
in a year at his then age. 



32 LIFE A88UBANCE 

Select Table with Interest at 3^ per cent., the next step 
is the practical one of forming Office Premiums from the 
Net Premiums. To do this it is first necessary to fix 
upon a loading which shall be suitable to each of the 
different classes of Assurance for which Premiums are 
required to be tabulated. In former days it was the 
general rule merely to add a percentage to the Net 
Premium without reference to the particular reason for 
selecting such a percentage. Nowadays, however, a 
certain amount of Actuarial Science is introduced into 
the process, and estimates are first made of such items 
as Commission, Initial Expenses, Eenewal Expenses, and 
the method of Bonus Distribution. At the same time it 
is never forgotten that competition between Oifices is an 
important element in fixing the Bates of Premium, so 
that a purely actuarial basis is not altogether possible. 
As is well known, there are two main classes of Life 
Assurance Policies' — viz., those that participate in the 
Profits periodically distributed by a Company, and those 
that do not participate. It is accordingly necessary to 
distinguish between these two classes when calculating 
the form of the loading to be added to the Net Premiums. 
In both classes, however, the form now generally adopted 
consists partly of a fixed sum or "constant" and partly 
of a percentage upon the Net Premium with or without 
the "constant" added. Hence the real problem is to 
ascertain the proper amounts of " constant " and " per- 
centage "to be applied to the particular class of Assur- 
ance, the Premiums for which are being tabulated. In 
the case of Without Profit Policies the calculation is 
comparatively simple, since only the estimated expenses 
together with a small margin for fluctuations in the future 
Bate of Mortality and for Profits need be considered. 
The expenses are of two kinds — Commission and Ex- 
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penses of Management. The first item is as a rule easily 
estimated, since it usually takes the form of a percentage 
on the Sum Assured for the first year, and a percentage 
of the Premium in subsequent years. The second item 
is more intricate, being made up of a large number of 
other items, such as Eents, Bates and Taxes, Salaries, 
Directors' and Auditors' Fees, Medical and Legal Ex- 
penses, OfiSce and Actuarial Expenses, Advertising, 
Policy Stamps, &c., and to estimate the proper appor- 
tionment of these various items as a " constant " in respect 
of New Business, and a "percentage" in respect of Ee- 
newals, necessarily requires considerable skill. In the 
case of With Profit Pohcies, however, in addition to 
these items, we have also to consider the particular 
method adopted by the Company in the distribution of 
its Surplus, and the adjustment of the loading for this 
class of Assurance should, of course, be consistent with 
the method of distribution. For example, the loading 
applicable to the Premium for an Assurance where the 
Surplus is distributed in the shape of a uniform percent- 
age on the Sum Assured must necessarily be of a dif- 
ferent character to the loading where the distribution of 
the Surplus is either wholly or partially in proportion to 
the Policy Values, or where a form of Contribution 
method is in use. Enough, however, has been said to 
show that not only in the calculation of Net Premiums, 
but also in that of Of&ce Premiums, Actuarial Science 
plays a very important part. 

Office Premiums Analysed. — Prom the above remarks 
it will now be seen that the Office Premium consists of 
three distinct parts. We have first the portion which 
covers the risk for the current year and increases with 
the age, so that in time it swallows up the whole of the 
Premium. Secondly, we have the balance of the Net 

4 
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Premium after deduction of the amount necessary for 
the current risk, this balance being allowed to accumu- 
late at Compound Interest in order to form a Eeserve 
Fund to provide for the excess of the current year's risk 
over the Net Premium at the older ages in the Table. 
Thirdly, we have the loading, or difference between the 
Of&ce and Net Premiums, which is used partly to defray 
the heavy initial expenses incurred in obtaining New 
Business, and partly to cover the Expenses of Manage- 
ment necessary for the collection of the Eenewal Pre- 
miums and the other everyday Expenses inseparable 
from the business of a Life Ofl&ce. 

Importance of Ample Reserves. — Of these three separate 
portions of the Annual Premium the attention of the 
responsible management of a Life Assurance Company 
is mainly centred upon the second, since one of the most 
important duties attaching to the management is to ensure 
that the Eeserves set aside periodically to meet the future 
liabilities of the Company under its Assurance and Annuity 
Contracts are, after providing for all contingencies, ample 
for this purpose. Hence it is the aim of the actuary to 
value his Company's liabilities by the most stringent 
Mortality Table, and at the lowest Eate of Interest con- 
sistent with the distribution of a fair amount of Surplus 
among the existing Assured; and it is to the lasting 
credit of the profession that during the last few years 
the actuaries of some well-known Companies have 
advised their Directors to take the decidedly unpopular 
step of passing a Bonus rather than allow the Eeserves 
to fall below what they considered to be an adequate 
amount to meet future liabilities. 

Methods of Estimating Reserves. — Although, however, 
in a Net Premium Valuation these Eeserves are really 
formed out of the accumulated Net Premiums, less the 
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amount of the Claims for each age and year of Assurance, 
the method invariably adopted in estimating the proper 
sum to set aside for this purpose is to obtain the present 
value of the future Claims, and from this value to deduct 
that of the future Net Premiums. There are thus two 
methods of estimating Eeserves, one called the Eetro- 
spective Method, and the other the Prospective Method, 
and an inspection of the Eeserves brought out in each 
of the two Tables on page 35 will show that the 
results are the same whichever method is adopted. 
These Tables, in the former of which a Fund is traced 
for five years from its inception, and in the latter the 
Values of the Claims and the future Net Premiums are 
separately found, are based upon the Om Eate of 
Mortality, and assume that 91,942 Policies of 1 each for 
the Whole Term of life have been effected by the same 
number of Assured at age 30 at an Annual Premium of 
0179 each. Interest being taken at the rate of 3 per cent, 
per annum. 

Surrender Values. — In close connection with the sub- 
ject of Eeserves for future Liabilities is that of Surrender 
Values, since it is the usual practice in Life Offices to 
base the Surrender Value of a Policy upon the Eeserve 
set aside in respect of the contract. There is, however, 
one important distinction between the principles under- 
lying the two subjects. In making a Valuation it is 
necessary to place a Eeserve Value upon every Policy, 
even though it has been in force only a few days. A 
Surrender Value, on the other hand, is not acquired by 
a Policy until, as a rule, three full Premiums have been 
paid. The reason for this provision is that in the earlier 
years of the Assurance, not only is the whole of the 
loading portion of the Premiums absorbed by the ex- 
penses incurred to secure the New Business, but a large 
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portion of the Net Premiums as well. It follows, there- 
fore, that if a Surrender Value were allowed after less 
than three full Premiums had been paid, there would 
either be a loss to the Company over the transaction, or 
at the best only a small profit. But as the duration of 
the Policy increases, so the Surrender Value increases, 
and thus a much larger proportion of the Eeserve Value 
is allowed on surrender to Policies of long duration, and 
on lives where the age is considerably advanced, than to 
those of short duration and on young lives. 

Influence of Selection on Surrenders. — Another point to 
be considered in dealing with Surrender Values is what 
is termed the Infliience of Selection. "We have already 
seen that in the calculation of Premiums such an influ- 
ence has to be taken into account owing to the light 
mortality prevailing during the early years of Assurance. 
Although, however, the assured who apply for the Sur- 
render Values of their Policies cannot be included in 
quite the same category as the class of assured just 
referred to, since, as a rule, at least two whole years 
must have elapsed before a Surrender Value is allowed, 
they may, nevertheless, be regarded as, in a sense, select 
lives. For it is obvious that, of the whole body of 
assured, whose Policies have been sufficiently long in 
force to hav« acquired a Surrender Value, some are in 
the best of health, others are only fairly good lives, while 
others again are either in bad health or actually dying. 
Now, experience has shown that practically no Sur- 
renders take place among this last class of lives, and that 
the majority of Surrenders belong to the first-mentioned 
class. Hence it may be fairly argued that to encourage 
the assured to surrender their Policies is to encourage 
the withdrawal of the good lives, and consequently to 
increase the Eate of Mortality among the remaining 
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lives. For this reason, therefore, it is necessary, when 
estimating the proper amount of Surrender Value to be 
granted, to allow a sufficient margin to counteract the 
influence of Selection. It may be added, too, that most 
Life Offices make a point of guaranteeing a minimum 
proportion of the Premiums paid — generally one-half for 
Endowment Assurances, and one-third for Whole Life 
Policies. The Surrender Value of a Policy, however, has 
no direct connection with the amount of Premiums paid, 
although, of course, it increases — and at a more rapid 
rate — with the payment of each successive Premium. 
There is no doubt that, while in the past Life Offices 
were accustomed to allow absurdly small amounts in 
consideration of the surrender of their Policies, the case 
is now quite the reverse, and it is almost the universal 
practice for a Prospectus to contain a Table of guaran- 
teed Surrender Values, which, owing to increasing com- 
petition, are calculated upon the most liberal scale 
consistent with justice to those Assured who prefer to 
keep their Policies in force. 

Paid-up Policies. — ^l.t is also the usual practice among 
Life-offices to give their Assured, after payment of three 
full Annual Premiums, the option of converting their 
Policies into fully Paid-up ones for reduced amounts in 
lieu of the payment of a Surrender Value. In certain 
classes of Assurance, such as those where the Premiums 
are limited in number at the outset, and those where the 
Sum Assured becomes payable either at a fixed age or 
at the end of a specified term, known respectively as 
Limited Payment Policies and Eiidowvient Assurances, 
provision is generally made in the Prospectus, and in 
some cases in the Policy itself, for the conversion of the 
Policies into fully Paid-up ones for amounts bearing the 
same proportion to the original Sums Assured as the 
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number of Premiums actually paid bears to the total 
number payable under the terms of the contract. Thus, 
in the case of a Policy belonging to either of these 
classes, where five Premiums have been paid out of a 
total of tvyenty, the Assured could, upon application, 
obtain a fully Paid-up Policy for a quarter of the 
original Sum Assured. Although such a privilege is 
usually attached to these classes of Assurance, it is by 
no means peculiar to them, since Policies for the Whole 
Term of Life, on Joint Lives, and on the Last Survivor 
of a number of Lives, may all be converted into Paid-up 
Policies at the option of the Assured, but no definite 
amount is guaranteed, this being a matter for special 
calculation. For example, if we assume a Whole Life 
Policy to have been effected at the age of 30, and five 
years afterwards it is desired to convert the Policy into a 
Paid-up one, the process would be somewhat as follows : 
the Eeserve Value would first be calculated, and would 
form the basis of the Paid-up Policy ; the Net Single 
Premium for an Assurance of 1 at age 35 would be set 
down, and its reciprocal found and multiplied into the 
Eeserve Value. The product is the theoretical Paid-up 
Policy. Prom this theoretical Paid-up Policy, however, 
a deduction of about 20 per cent, would be made to 
compensate for the loss of profit, and for the non-con- 
tribution for expenses out of the loading, caused by the 
fact that the Premium has ceased to become payable. 

Conversion of Policies into other Classes. — A somewhat 
similar process is adopted when, as frequently happens, 
an Assurance originally effected for the Whole Term of 
Life is converted into either a Limited Payment Policy 
or an Endowment Assurance. When the conversion is 
into the former class of Policy, the increased Annual 
Premium is obtained by first calculating what Annuity- 
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due could be purchased by the Eeserve Value of the 
Policy for the term during which, under the altered 
conditions, the Premium is to run. The reciprocal of 
the Value of an Annuity-due of 1 for the term is then 
found and multiplied into the Eeserve Value, the product 
being the Annuity-due that can be purchased by the 
Eeserve Value. Prom the Annuity-due thus found a 
small deduction is made for loss of profits consequent 
upon such conversion, and the net Annuity is deducted 
from the Annual Premium which would be charged if 
the Policy were effected in the ordinary course of 
business at the age attained by the Assured. "When 
the conversion is into an Endowment Assurance the 
same process is gone through, the term of the Annuity- 
due in this case corresponding to that represented by 
the difference between the present age of the Assured, 
and the age at which, under the new arrangement, the 
Policy will mature. 

The Death Strain. — It will thus be apparent that the 
portion of the Sum Assured set aside as its Eeserve 
Value forms the basis for any calculations which 
become necessary during the continuance of the Policy. 
There is still, however, another important part of such 
calculations in which it is an essential feature, and this 
consists of the periodical comparison between the Claims 
actually experienced and those expected according to the 
particular Mortality Table employed. " The actual cost 
to the OfiBce of the death of an assured life," observes 
Mr. C. D. Higham, " is not the Sum Assured, but the 
difference between that amount and the Eeserve Value 
retained to meet such a payment ; and it is this balance 
which should be the measure in any attempt to ascertain 
the Strain of the Mortality on the Funds." ^= 

* Paper on " The True Measure of the Death Strain on the Funds 
of a Life Assurance Society" (Journal of Inst, of Act., vol. xx. ). 
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Kethods of Estimating^ Profit or Loss from Mortality. 
— To obtain a correct estimate of such a cost there is 
required for each age the Sum Assured and Eeserve 
Value of : — 

(1) The Policies in force at the end of the year. 

(2) The Death Claims which occurred during the 

year. 

(3) A proportion of the Assurances terminated during 

the year otherwise than by death. 

(4) A similar proportion of the New Business. 

The proportion being taken as one half, the last item 
is deducted from the sum of the other three, the result 
showing the Amount Exposed to Eisk daring the year 
and the Eeserve Value at the end of the time respec- 
tively, The next process is to multiply these two results 
separately by the fraction representing the Probability 
of dying in a year at the age attained at the commence- 
ment of the year. The difference between these two 
products shows the Death Strain provided for by the 
Mortality Table employed, while that between the actual 
Claims and the Reserve Values set aside to meet them 
shows the actual Death Strain. The Profit or Loss 
from Mortality is thus brought out according as the 
actual Strain is less or greater than the expected Strain. 

Another and less laborious method of calculating the 
Profit or Loss from Mortality has been brought forward 
by Mr. G. F. Hardy, whose authority on any matter 
connected with Actuarial Science is supreme. This 
method consists of excluding for the moment the 
question of Surrenders and Lapses, and then adding to 
the Eeserve at the commencement of the year, increased 
by a year's Interest, the difference between the Net 
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Premiums and the Claims of the year, increased by- 
half a year's Interest, and deducting the Eeserve at 
the end of the year. The result gives the exact Profit 
and Loss from Mortality during the year. 

Characteristics of Mortality Tables. — It is of course 
of the highest importance that the Mortality Table 
adopted by a Life Assurance Company in the calcu- 
lation of its Premiums and Eeserves should, as far 
as possible, represent the actual experience of Assured 
Lives, otherwise the estimates made, either in the 
Valuation of its Liabilities or in the Profit or Loss 
from its Mortality, may be found to be unreliable 
vfhen tested at some future period. It will there- 
fore be convenient to conclude this portion of our 
subject with a brief summary of the essential features 
of the principal Mortality Tables employed for these 
purposes within recent years. During the greater 
part of the last century different Mortality Tables of 
varying merits were in use, such as Messrs. Morgan 
and Davies's Equitable Tables, The Amicable Society's 
Table, the Seventeen Offices' Table, the Northampton 
Table, and the Carlisle Table. All these Tables, with 
the exception of the last-named, belong entirely to the 
past, having been abandoned as either obsolete or other- 
wise unsuitable. 

The Carlisle Table. — Though now never used for 
ordinary valuation purposes, this Table has, however, 
played so important a part in the history of Life 
Assurance up to comparatively recent times, that 
a short account of its formation and its distinctive 
characteristics will be of interest. The Table was 
constructed by Mr. Joshua Milne in 1815 from data 
supplied to him by a resident physician. Dr. Heysham, 
which exhibited the population of two parishes in 
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Carlisle in the years 1780 and 1787, as well as the 
number of deaths -which had been recorded at quin- 
quennial groups of ages in the same parishes during the 
nine years 1779 to 1787. The total population in each 
of the two years under observation was 7,677 and 8,677 
respectively, and the total number of deaths during the 
interval 1,840. In order to form his Table, Milne added 
together the results of the two Censuses, and multiplied 
the sum by four, this result being equivalent to the sum 
of the average population in each of the eight years 
covered by the observed period. To obtain the corre- 
sponding number of deaths during this period, he 
deducted one-ninth from the total number recorded in 
the nine years. The adjusted population and deaths 
were then separately graduated by a graphical process, 
and, as a result, a fairly even series of observations was 
obtained for every year of age. The Table possesses but 
one characteristic at all suitable for Life Assurance 
purposes, viz., that the Net Premiums which it brings 
out correspond very closely to the H" Select Premiums, 
and hence the Table has been retained for calculations 
of this character long after it had been superseded in 
other directions. Among its defects are : (1) the abnor- 
mally large proportion of females to males as compared 
with the proportion prevailing in an Experience of 
Assured Lives ; (2) the limited number of the observa- 
tions upon which it is based ; (3) its faulty graduation ; 
(4) the insufficient Reserves which it brings out. Its 
use is now practically confined to the calculation of 
Premiums in a few minor classes of risk, and to Annuity 
Values in Reversionary transactions. 

Institute of Actuaries' Tables. — Owing to the unsatis- 
factory character of the Carlisle Table and to the urgent 
necessity for a Table which would represent as far as 
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possible the mortality prevailing among Assured lives, 
the Council of the Institute of Actuaries decided, some 
fifty years ago, to invite twenty of the largest Life 
Assurance Companies to contrrbute their Experiences to 
the Institute. The invitation v^as duly accepted, and 
a Combined Experience containing observations relating 
to 160,426 lives up to the close of the year 1863, was 
the practical result. These observations were divided 
into four main sections : (1) Healthy Males (H") ; 
(2) Healthy Females (H^) ; (3) Healthy Males and 
Females (H"^) ; and (4) Diseased Males and Females 
(D""^). Of these various sections by far the most 
important is the H*^ T^ble, which, though not such a 
large experience as the H""^- was more satisfactory 
in its general results, and contained observations on 
130,243 lives, or considerably more than three-quarters 
of the whole Experience. This Table, it may be mentioned, 
was until quite recently regarded as the standard Table 
for Healthy Assured Lives. In the construction of these 
Tables it was assumed that all lives were born and 
entered under observation in the middle of the year, 
and hence the Experience was tabulated according to 
Calendar Years and not Policy Years, the effect being 
that the first year of Assurance, or year as it was 
styled, was of only six months' duration. The H" 
and H^ Tables were both graduated by Woolhouse's 
method in the original Experience, but in 1887, for the 
purpose of the Text Book (Part II.) which he issued 
in that year, Mr. George King successfully graduated 
the former Table by using Makeham's Law of Mortality, 
and thus facilitated the construction of Tables of 
Annuity Values on two or more joint lives by means of 
Tables setting out such Values for lives of equal ages. 
By eliminating all lives in the H" Table which had been 
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under observation during the first five years of Assurance, 
a new Table, knovyn as the H'""" Table, was con- 
structed. This Table, when used for Annuity Values, 
combined with the H" Table for the Net Premiums, 
and employed for the Valuation of Policies more than 
five years in force, brings out higher reserves than those 
brought out by the H"* Table, and it was adopted 
when a very stringent valuation was desired. In 1896 
Dr. T. B. Sprague published Select Life Tables deduced 
from the H"" Table, including various functions 
tabulated at four Bates of Interest. As already stated, 
these last-mentioned Tables have proved most serviceable 
for the calculation of Annual Premiums. 

Some idea of the Bates of Mortality shown in the 
various Tables based on the H*' Table may be gathered 
from the following Table : — 

Bates of Moetality. 



Age. 


Hm 


Select. 


H" <o-«. 


HMUB- 


20 


•00633 


•00500 


•00602 


•00833 


30 


•00772 


•00450 


•00715 


•00920 


40 


•01031 


•00550 


•00882 


•01132 


50 


•01595 


•00790 


•01230 


•01712 


60 


•02968 


•01440 


•02499 


•03064 



From this Table it will be seen that the Bate of 
Mortality for Select Lives is, roughly speaking, about 
one half of that for lives assured for five years and 
upwards. 

The comparative Beserve Values brought out by the 
H"" and H" "' Tables respectively for "Whole Life Assur- 
ances at 3 per cent. Interest are shown in the following 
Table :— 
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Age at Entby, 


, 30. 




Years 
Elapsed. 

10 


Reserves 

HM. 

12-897 


per: 


£100 Assured. 

HM(S). 

13-963 


15 


20-481 






21-415 


20 


28-614 






29-443 


25 


37-252 






37-840 


30 


46-156 






46-589 




Age at Entey, 


40. 




Years 
Elapsed. 

10 


Reserves 
HM. 

18045 


per 


£100 Assured. 
HM(a. 
18-996 


15 


27-962 






28-637 


20 


38-183 






38-681 


25 


48-186 






48-542 


30 


57-876 






58-087 



British Offices' Experience Tables.^— The Tables known 
as the British Offices Life Tables were based on the 
Mortality Experience of 1,037,233 lives, of which 959,892 
were Males, and 77,341 Eemales, contributed by 60 
British Life Assurance Companies. The Experience, 
which included only lives resident in the United King- 
dom at the date of entry, and not exposed to any extra 
risk, either on the ground of health, or owing to their 
being engaged in hazardous occupations, was divided 
into two separate classes : (a) Policies existing on the 
books of the Companies on the anniversaries in 1863 of 
the dates of entry, and (b) Policies issued between 
January 1, 1863, and December 31, 1892, the date of 
the close of the Experience. Separate Tables were 
constructed from the Experience of Whole Life Partici- 
pating Policies, Endowment Assurances, Temporary 
Assurances, and Annuitants. In the case of the Experi- 
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ence from Whole Life Policies Male and Female lives 
were treated separately and also as a Combined Experi- 
ence. The age at entry in the Experience was taken 
throughout as that attained upon the birthday nearest 
to the date of Assurance, such age being termed the 
Commencing Age. The system of tabulation differed 
from that adopted in the Institute Experience owing to 
Policy Years being selected as the basis of duration and 
not Calendar Years. The principal Tables for which 
monetary values were calculated were derived from the 
Whole Life Participating (Males) Experience, and con- 
sisted of Aggregate Tables and Select Tables, the former 
being subdivided into the O" Tables which comprise the 
whole of this Experience, and the O"'*' which excluded 
the first five years of the Experience. The Select Tables 
(0*1) showed the Eates or Mortality from ages 20 to 79 
for each of the first nine years of Assurance. For the 
graduation of the Experience, Makeham's Law of Mor- 
tality was found applicable, and hence it was employed, 
some modification being, however, necessary for the 
Om Table due to the influence of Selection at the earlier 
ages. 

The rates of Premium brought out by both the Aggre- 
gate and Select Experiences are lower than those by the 
Institute Experience, as will be seen from the appended 
Table :— 

Annual Premiums pee Cent. Interest — 3 pee Cent. 
Age. Institute Experience. British Offices' Experience. 





Select. 


Aggregate. 


Select. 


Aggregate. 


20 


1-563 


1-427 


1-365 


1-306 


30 


1-925 


1-880 


1-786 


1-790 


40 


2-603 


2-689 


2-457 


2-524 


60 


3-765 


3-801 


3-564 


3-730 


60 


5-827 


5-987 


5-444 


5-872 
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This Table clearly points to a considerable diminution 
in the Eate of Mortality having taken place amongst 
Assured Lives during the thirty years which had elapsed 
since the close of the Institute Experience. 

Reserves Compared. — In spite, however, of this marked 
diminution in the Eate of Mortality, it by no means 
follows that the Eeserves required to be set aside by the 
British Offices' Tables are necessarily lower than those by 
the Institute Tables, since Eeserves do not depend upon a 
light mortality, but upon the incidence of the mortality. 
If the mortaUty be light at the younger ages and heavy 
at the older ages, the Reserves will be larger than they 
would be if the reverse were the case. Hence the com- 
parative amounts of Eeserves required by the two Experi- 
ences will be regulated to a great extent by the average 
age of the Assured in the particular Office in which such 
a comparisoa is made.* On the whole, however, it has 
been found that the Eeserves by the British Offices' 
Experience are larger than those by the Institute 
Experience. 

Notation used in Actdaeial Calculations. 

For the convenience of those who desire to extend their 
acquaintance with the Theory of Life Assurance by a 
study of the Text Book of the Institute of Actuaries, 
Part II., we append a list of some of the principal Sym- 
bols employed in actuarial calculations together with 
their verbal equivalents. 

Symbol. Verbal Equivalent. 

i Eate of Interest per unit per annum. 

d Eate of Discount per unit per annum. 

* The subject of comparative Eeserves brought out by different 
Tables is discussed very fully and clearly in the Text-Book (Part II.), 
chap, xviii. 
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Symbol. Veeeal Equivalent. 

■y" Value of 1 payable at the end of n years. 
(1 + i)" Amount of 1 accumulated to the end of 
n years. 
a~\ Value of Annuity of 1 payable during n years, 
siq Amount of Annuity of 1 accumulated to the 

end of n years. 
Zj. Number of persons living at age x. 
d^ „ ,, dying between ages x and 

x + 1. 
p^ Probability of a person aged x living a year. 
nPx >, ., >, „ w years. 

2 >. .. » dying in a 

year. 
r,Qi „ ,, ,, „ in 71 

years, 
e^ Curtate Expectation of Life at age x. 
e° Complete Expectation of Life at age x. 
a^ ''■' Value of an Annuity of 1 payable during a 

life aged x. 
a,.y '■' Value of an Annuity of 1 payable during 
the Joint Lives of two persons aged x and y. 
a^y ''■'■ Value of an Annuity of 1 payable during 
the Joint Lives and Life of the Survivor of 
two persons aged x and y. 
a^i or I nai * Value of an Annuity of 1 payable for the 
term of n years, provided a life aged x live 
so long. 
r\az ■■- Value of an Annuity of 1 payable during a life 
aged x, the first payment to commence at 
the end of w + 1 years. 
a„|x * Value of an Annuity of 1 payable during a life 

• The same benefits when the Annuity is payable at the beginning 
of the year are expressed by substituting the symbol a for a. 

5 
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Symbol. Veebai, EquivaiiENT. 

aged X, and commencing at the death of a 
life aged y. 
Aj Value of (or Single Premium for) an Assur- 
ance of 1 payable at the end of the year of 
the failure of a life aged x (on the average 
six months after such failure). 

A^ Value of an Assurance of 1 payable at the end 
of the year of the failure of either of two 
lives aged x and y respectively. 

\[^ Value of an Assurance of 1 payable at the end 
of the year of the failure of a life aged x 
provided a life aged y survive him. 

Aj^ Value of an Assurance of 1 payable at the end 
of the year of the failure of the survivor of 
two lives aged x and y respectively. 
Pi or tt I Annual Premium payable during the life of a 
person aged x to secure an Assurance of 1 
at the end of the year of his death. 

„Pj, Annual Premium for a similar Assurance 
limited to n payments. 

Pj:i:j Annual Premium for an Endowment Assur- 
ance of 1 payable at the end of the year 
of a life aged x attaining the age oi x + n 
years, or earlier in the event of previous 
death. 

Axij Single Premium corresponding to above. 

,Vj, Value of an Assurance of 1 payable at the 
end of the year of the failure of a life 
aged X, after n Annual Premiums have been 
paid (or the Eeserve Value of a Whole 
Term Policy on which n Premiums have 
been paid). 



CHAPTER IV 
THE PRACTICAL WORK OF A LIFE OFFICE 

THE PROSPECTUS, PRINCIPAL TABLES OP PREMIUMS 
SPECIAL SCHEMES, GENERAL REMARKS 

The Pbospbctus. 

Just as the Mortality Table may be regarded as the 
basis of all calculations relating to the theoretical portion 
of our subject, so the Prospectus can be considered as 
the basis of the practical work of Life Assurance, since in 
its pages will be found full information of the various 
classes of business transacted by a particular Company, 
the rates of premium charged for different schemes of 
Assurance, and the nature of the contract attaching to 
each particular scheme. Hence it will be convenient if 
we start the consideration of this part of our subject 
with a short synopsis of the principal features contained 
in the average Prospectus issued by Life Of&ces at the 
present time. 

A Life Office Prospectus usually opens with a brief 
statement showing the advantages of the particular 
Company by which it is issued over other Companies. 
Such advantages may consist of (1) Lower Bates of 
Premium; (2) Larger Bonuses; (3) A more equitable 
method of distributing its Surplus; (4) Stronger Ee- 
serves; (5) Higher figures representing its Capital, 

SI 
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Assurance Fund, or Premium Income ; (6) Higher Eate 
of Interest earned upon its Funds ; (7) More Liberal 
Conditions granted to the Assured ; (8) Specially attrac- 
tive Schemes of Assurance ; and (9) Increased facilities 
for obtaining Surrender Values and Paid-up Policies. 
In addition to these advantages a few Offices endeavour 
to place particular classes of lives on their books and 
adopt various methods directly appealing to persons of 
certain occupations, habits, or religious opinions. Thus, 
we find Offices which make a speciality of the Clergy 
and their relatives. University and Public School Men, 
Nonconformists, Total Abstainers, Officers in the Army, 
Navy, and Mercantile Marine, the Legal Profession, the 
Medical Profession, Bank Clerks, the Civil Service, &o. 

Specialisation of this kind has two distinct advantages 
for an Office. (1) It establishes a well-recognised 
connection among the particular class which it seeks, 
and thus saves considerable expenditure in advertising. 
(2) It obtains a good average rate of mortality by draw- 
ing a large portion of its risks from one class of lives, 
and is thus able to regulate its premiums to a greater 
extent than would be the case if its risks were spread 
over a wider area. 

Peincipal Tables op Pbbmiums. 

The Tables of Annual Premiums usually to be found 
in a Life Office Prospectus are the following : — 

(1) Whole Term of Life Assurances With and 

Without Profits. 

(2) Whole Term of Life Assurances, Premiums 

limited in Number With and Without 
Profits. 

(3) Whole Term of Life Assurances, Low Premiums 
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for first five years, the subsequent Premiums 
being on a higher scale, With Profits after 
First Five Years. 

(4) Endowment Assurances With and Without 

Profits. 

(5) Short Period Policies, Without Profits. 

(6) Joint Lives, With and Without Profits. 

(7) Last Survivor, With and Without Profits. 

(8) Survivorships, Without Profits. 

(9) Children's Deferred Assurances, With Profits 

after Age 21. 

In addition to these Tables, relating exclusively to 
Life Assurance Business, it is usual to add Tables of 
Single and Annual Premiums for (iO) Sinking Fund 
Assurances and for (11) Child's Endowment Policies, 
and also for Eates of Annuity granted for each £100 of 
Purchase money. 

A short explanation may here be given of the particular 
benefits attaching to each of these forms of Assurance, 
and the circumstances which will make one Table 
preferable to another. 

(1) Whole Term Policies.— Under this Table the Sum 
Assured is payable on the death of the life Assured 
whenever it may occui', the Premiums being paid 
throughout life. It is now a much less popular form 
of Assurance than it used to be, but it is the most suit- 
able when the purpose of the Assured is mainly to 
provide for his family in case of his premature death. 
When effected Without Profits this form of Assurance is 
a cheap method of providing a security for a temporary 
loan or overdraft. 

(2) Limited Payment Policies. — While under this Table 
the Sum Assured is also payable only on death, the Pre- 
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miums are limited in number from ten to thirty, according 
to the wishes of the Assured. It is suitable to a pro- 
fessional man earning a comparatively large income 
which may diminish as he reaches middle life. It has 
an additional advantage, when the Assurance is With 
Profits and when due weight is given to the Profits from 
Interest in the distribution, of securing a larger proportion 
of the Profits than is the case when the Premiums are 
paid during the whole of life. 

(3) Ascending Scale Policies. — Under this Table a 
small Premium is payable during the first Five Years 
of Assurance, the amount being somewhat larger than 
that for a Policy for the term of Five Years only, owing 
to the option being given to the Assured of continuing 
the Assurance for the rest of his life without further 
evidence of good health. After the expiration of Five 
Years the subsequent Premium is generally either 
precisely the same as if the Assured were effecting an 
Ordinary Whole Term Assurance at his then age, or a 
little lower than that rate. Such a Table will be found 
advantageous to a person who wishes to obtain the full 
benefits of Life Assurance at once, but who, owing to a 
limited income which has every prospect of increasing 
in a few years, cannot afford to assure his life under 
the ordinary Table. 

(4) Endowment Assurances. — This Table has greatly 
increased in popularity during the last quarter of a 
century. Endowment Assurances With Profits forming 
probably nine-tenths of a Company's New Business. 
The benefit secured under this class of Policy is of a two- 
fold character, being partly an Assurance for a term of 
years equal to the difference between the dates of 
maturity and of entry, and partly an Endowment payable 
only upon either the Assured attaining a specified age, 
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or the expiration of a fixed term of years. The total 
number of Premiums payable is represented by the 
difference between the age of maturity in the one case 
and the age next birthday at the expiration of the term 
in the other case, and the age at entry. The special 
attraction of this form of Assurance is that it is a combina- 
tion of an investment and an Assurance, the investment 
portion being of the two the more popular. It is 
certainly one of the best incentives to thrift that has 
yet been invented, since, while Whole Term Assurances 
are usually efifected either by those already married or 
by those about to marry, Endowment Assurances are 
effected to a very large extent by young people of both 
sexes whose main idea is to save in a systematic manne- 
sufficient money in order that a fixed amount may be 
paid to them when they attain the ages of 45, 50, 
55, 60, or 65. It may be added that an Assurance 
(Without Profits) of about £120 payable at age 65 will 
be sufficient to provide an Annuity of £13, or the 
equivalent of an Old Age Pension of 5s. a week, 
during the life of a male person, and of about £150 
for a similar Annuity during the life of a female. 

(5) Short Term Policies. — Policies under this Table 
are usually issued in connection with Advances made for 
a term of years with collateral security. They have the 
advantages of low rates of Premium and of being dis- 
continued with the minimum of loss when the purpose 
for which they were effected has been served. 

(6) Joint Life Policies. — This form of Policy is very 
useful in the case of partnerships, where the death of a 
partner might entail the withdrawal of a certain amount 
of capital from the business. Policies of this kind are 
not infrequently granted on the lives of husband, and 
wife, though some Offices require evidence of an insur- 
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able interest by tbe husband in his wife's life before 
entertaining a proposal for such an Assurance. As, 
however, Tables of Premiums for every combination of 
ages are impracticable, the rates are set out in the Pros- 
pectus for quinquennial ages only, although rates for 
other combinations of ages may always be ascertained on 
application. Some Offices give the Assured the option 
of converting the Joint Life Assurance into two separate 
Policies, one on each of the Lives Assured, for a moiety of 
the amount, the Premiums being exactly the same as if 
they had been originally effected in this way. 

(7) Last Survivor Policies. — This is a Table under 
which very few Policies are issued, since practically they 
are only required in connection with leases held upon the 
survivor of two or more lives, and these forms of lease 
are gradually dying out. As in the case of Joint Life 
Policies, the rates of Premium quoted in the Prospectus 
are for quinquennial ages only. 

(8) Survivorship Policies. — Policies under this Table 
are granted in connection with loans on Eeversions where 
the Fund comes into possession only in the event of one 
life surviving another. 

(9) Children's Deferred Assurances. — This form of 
Policy is of comparatively recent growth, but for various 
reasons it may be regarded as one of the best methods in 
connection with Life Assurance, since it possesses the 
following distinct advantages : The Premiums are very 
low throughout the term of the Assurance, which may 
be either Ordinary Whole Term, Whole Term Limited 
Payments, or Endowment Assurance. No Medical 
Examination is required. In the event of the child's 
death before age 21, all the Premiums paid are 
returned, and during the lifetime of the child, after three 
Premiums have been paid, very liberal Surrender Values 



Pit ACTIO AL WOBK OF A LIFE OFFICF 67 

and Paid-up Policies are granted. Lastly, when the 
child comes of age he finds a Pohcy already issued on his 
life, which he can keep up with but little trouble or 
expense to himself. 

In most Prospectuses there are also to be found Tables 
of Premiums in connection with Assurances which either 
do not depend upon human life or else only do so in an 
indirect manner. In the former category may be placed 
Leasehold or Sinking Fund Assurances and in the latter 
Endowments payable only in the event of a child attain- 
ing a specified age, usually 14 or 21. 

(10) Sinking Fond Policies. — These Assurances may 
be effected either by Single or Annual Premiums, 
in consideration of which a sum of money is secured at 
the end of a fixed period ranging in length from 10 
to 99 years. Such an Assurance is required for various 
purposes as ; (1) To obtain the return of money sunk in 
the purchase of Leaseholds or Improvements ; (2) to 
provide for the cost either of dilapidations on the expiry 
of Leases, or of replacing plant and machinery after a 
certain number of years ; (3) to secure the means for 
writing off any Premium paid on the purchase of Bonds 
or Stocks redeemable at par ; (4) to accumulate a Fund 
for the redemption of a Company's Debenture Issues. 
These Assurances possess the additional advantage of 
being surrendered at any time on very liberal terms. 

(11) Child's Endowment Policies. — By means of effect- 
ing a Child's Endowment Policy a parent or guardian 
can, by payment of either a single or annual premium, 
secure a sum of money sufficient to defray the necessary 
expenses of education or the cost of purchasing for the 
child a suitable business or practice when he comes 
of age. In most Offices these Assurances are granted 
subject to a return of all or nearly all the Premiums paid 
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in the event of the child's death before aiitaining the 
specified age, while in some Offices provision is made for 
the payments of the Premium to cease upon the death of 
the person in whose name the Policy has been effected. 
Under this latter plan, however, evidence of the health 
of the grantee is required at the time the Assurance is 
effected. 

Special Schemes. 

Besides, however, the classes of 'Assurance for which 
Tables of Premiums are set out in the Prospectus, every 
Life Office, which has any pretensions to be considered 
up-to-date, and abreast - with what are called the 
" modern developments " of Life- Assurance, issues from 
time to time some special- scheme.! either entirely novel 
in character or already devised by some rival Office, 
the main object of the scheme -being to bring to the 
notice of the assuring public an attractive and, at the same 
time, a useful form of . Life Assurance designed to meet 
the particular needs of a section of the community which 
is not entirely supplied by the ordinary methods. We 
have already referred to - schemes which have been put 
forward in the interests of Total Abstainers and members 
of various professions. The sch-ernes,- however, to which 
we now propose briefly to considerare of a more general 
character, among the . principal -being the following: — 

(1) Deferred Bonus Scheme. — In this class of Policy 
the Premiums are slightly above ordinary Non-Profit 
Eates, the Policies sharing in Profits either at the end of 
a fixed period or when the Premiums accumulated at 
Compound Interest amount to the Sum Assured. 

(2) Discounted Bonus Scheme. — There are two distinct 
forms of this scheme. Under one form when the age at 
entry does not exceed 45 years, the Assured pays only 
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four-fifths of the tabular With Profit Eates, the remain- 
ing fifth being allowed to remain as a debt on the Policy 
to accumulate at 5 per cent. Compound Interest, and 
to be reducible from time to time by the application of 
the Cash Value of any vested Bonus declared under the 
Policy. Under the other form, the future probable 
Bonuses are first estimated and then discounted, the 
discounted value being converted into an Annuity-due 
and applied to reduce the Annual Premium. This latter 
form of the scheme has been the subject of much criti- 
cism on the part of leading members of the profession, 
especially when Policies under the scheme are subject 
either to a reduction in the Sums Assured or to an 
increase in the Annual Premiums in the event of the 
Bonuses actually declared being less than those 
anticipated. 

(3) Contingent Debt Scheme.— The object of this 
scheme is to meet the natural objection of a proposer, 
who has been classed by the Office as a second-class life, 
to pay an additional Premium for his Assurance. It 
consists in issuing the Policy at the ordinary rate 
of Premium, but at the same time making a tem- 
porary deduction from the Sum Assured, such deduction 
decreasing uniformly till the end of a fixed period, 
generally coincident with that represented by the Expec- 
tation of Life at the age at entry. 

(4) Guaranteed Option Scheme. — This scheme is usually 
only applicable to Endowment Assurances With Profits, 
when without any additional Premium being charged, 
the following options are given to the Assured to be 
exercised when the Policy matures : — 

(a) A Cash payment of the Sum Assured and 
Eiccumulated Eeversionary Bonuses. 
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(6) A fully Paid-up Policy of an equivalent amount 
payable at death. 

(c) An Annuity for life based on the tabular rates at 
the age of maturity which can be purchased 
by the amount then payable. 

{d) A fully Paid-up Policy for the original Sum 
Assured and an Annuity for life equivalent to 
the amount of Eeversionary Bonuses. 

(e) A Cash payment of half the original Sum 
Assured together with an Annuity equivalent 
to the other half plus the Eeversionary 
Bonuses. 

(/) A fully Paid-up Policy for a considerably in- 
creased amount payable at death, subject to 
evidence of good health. 

It is the general practice to issue to an intending 
Assured a detailed statement giving the estimated figures 
for each of these options, which, however, being based 
on previous results, are not in any way guaranteed. 

(5) Instalment Scheme. — Under this scheme the Office 
issues a Without Profit Policy for the whole term of life, 
at rates of Premium considerably lower than under an 
ordinary Policy, with the stipulation that the Sum 
Assured, when the Policy becomes a claim, shall be payable 
by a specified number of instalments, usually twenty, the 
first becoming due immediately after proof of death and 
title, and the remainder at the end of each subsequent 
year. The object of this scheme is to obviate the 
necessity for the widow of the Assured to invest the 
amount assured, by providing her with an Annuity until 
such time as her children are all grown up and able to 
provide for her themselves. 

(6) Schemes Without Medical Examination. — These 
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schemes are intended to overcome the objections of 
many persons, especially ladies, to undergo the ordeal 
of a medical examination. They are mainly four in 
number, viz. : — 

(a) A scheme under which only one-third of the 
Sum Assured is paid if death* takes place in 
the first year, two-thirds if in the second year, 
and the whole after the Policy has been in 
force two years. 

(h) A scheme which applies only to Assurances 
effected by Single Premiums, it being stipulated 
that, in the event of death taking place in the 
first year, only the Premium with Interest 
thereon at the rate of Z\ per cent, shall be paid. 

(c) A scheme under which an Extra Premium of £1 

per cent, is charged for the first year, and of 
10s. per cent, for the second and third years. 

(d) A scheme known as the Double Endowment 

Plan, under which, while only the Sum 
Assured is payable on death before the 
Assured reaches a specified age, twice the 
amount becomes payable on his attaining 
such age. The Premium charged is the 
ordinary one for the combined Assurances. 

(7) Renewable Term Scheme. — Under this scheme a 
Policy for a term of years is issued at a slightly enhanced 
Premium, the Assured having the option at the end of 
such term of continuing the Assurance without further 
Medical Examination either for life or as an Endowment 
Assurance. 

General Bemabes. 

In addition to the Tables of Premiums and Special 
Sphepies which have just been described there is a 
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large amount of other useful information contained in 
the Prospectus, such as statements relating to the 
constitution and financial position of the Company,* 
and to its method of allotting and distributing the Surplus 
ascertained at the end of periodic (usually quinquennial) 
intervals ; specimens of Reversionary Bonuses and 
Surrender Values ; the terms upon which Loans are 
granted either on the security of Policies only or on 
Policies as collateral security with other kinds of 
security ; particulars as to the grant of Paid-up Pohcies 
and to the Evidence required for the admission of age ; 
together with other information relating to schemes 
peculiar to the Company issuing the Prospectus. It 
is also customary to include in the Prospectus a copy 
of the ordinary Whole Term Policy granted by the 
Company which sets forth in the clearest manner the 
conditions attaching to such Policy. 

* Under Sections 4 and 7 of the Assurance Companies Act, 1909, 
every Company, within six months after the close of each financial 
year, is required to deposit with the Board of Trade a Beyenue 
Account and Balance Sheet in accordance with the forms prescribed 
in the First and Third Schedules appended to the Act. With these 
documents there must also be deposited the Annual Beport of the 
Company, as well as a Certificate statitig how the values of the Stock 
Exchange Securities in the Balance Sheet are arrived at and that the 
Assets therein are in the aggregate fully of the value set against 
them. 



CHAPTER V 

THE PRACTICAL WORK OF A LIFE OFFICE 

(contimoed) 

ORGANISATION OP A LIFE OFFICE— APPLICATIONS 
FOB LIFE ASSURANCE — HAZARDOUS RISKS— THE 
FIRST PREMIUM, Etc. 

Pebhaps the most satisfactory method of illustrating 
the manner in which a person desirous of " insuring his 
life " is affected by the different items related at the close 
of the preceding chapter, will be to trace step by step 
the stages through which he passes from the time that 
he elects, or is induced by the pertinacity of an Agent of 
the Company, to fill up a Proposal Form, to the time 
when the Sum Assured, with any Bonuses attaching to 
it, is paid over by the Company either to himself or his 
"Executors, Administrators, or Assigns." 

In the present chapter we consider Applications for 
Life Assurance ; in Chapter VI., the Policy ; in Chapter 
VII., the various incidents that may arise in connection 
with the Policy until it is terminated by death, maturity, 
surrender, expiry, or lapse. Chapter VIII. deals with 
Surrender and Loan Values, Conversion of Policies, Valua- 
tions, and the Distribution of the Surplus ; and Chapter 
IX.. with the Payment of. CJaims, 
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Obganisation op a Life Otfice. 

It may be remarked that the mabhinery and organi- 
sation directed by a Life Assurance Company towards 
the development of its New Business is of a highly 
elaborate character, especially when the Company is a 
large one. In London and its immediate neighbour'*- 
hood such organisation is carried out by a number of 
inspectors from the Head Office, who are remunerated 
partly by salary and partly by commission on results. 
Outside the Home Counties the country is mapped out 
into different districts, each one of which is presided 
over by a gentleman who is designated either as Branch 
Manager, Eesident Secretary, Superintendent of Agents, 
or some other title of this character. These gentlemen, 
who are also usually paid by salary and commission, 
have under them a well-equipped staff, the members of 
which are trained to qualify themselves to fill higher 
positions as vacancies arise. Such a training consists of 
acquiring an intimate knowledge of the District under 
the supervision of the Branch, of becoming acquainted 
with and recommending for appointment of suitable 
persons in the District as Agents, of learning the 
comparative merits and drawbacks attaching to any 
particular scheme of Life Assurance, in connection, 
not only with the Company to which the Branch 
is attached, but with all other similar Companies, of 
securing either directly or through the Agents in the 
Districts an adequate amount of New Business, of 
settling claims and surrenders, of arranging loans, of 
generally advising both Agents and Assured on difficult 
points occurring in the way of business, and of making 
the Company, of which the Branch is the accredited 
representative, well and favourably known throughout the 
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District. In addition to all these duties a member of a 
Branch Staff should have a thorough knowledge of book- 
keeping and should be able to draft periodical reports as 
to the progress of the Branch and its future prospects 
for the information of the Directors and the Staff at the 
Head Office.* 

Applications foe Life Assurance. 

Proposal Form. — This is now a much simpler document 
than was formerly the case, an improvement which is 
due to the importance of not frightening the proposer 
at so early a stage by too many questions. The points 
upon which information is required in this form are 
very few and easily understood. They are usually as 
follows : Name, Address, Occupation, Place and Date 
of Birth, Age next birthday, and whether Married or 
Single ; then come the amount and term of the 
Assurance, together with the names of the usual Medical 
Attendant of the proposer and two friends to act as 
references as to health and habits. The remaining 
questions relate to previous proposals to any other 
Ofi&ce, past or intended residence in a tropical climate, 
and information as to health or habits which ought to 
be disclosed. To this proposal form is attached a 
Declaration to be signed by the proposer warranting 
the truth not only of the answers set down in the 
proposal, but also of those to be made at the 
time of the Medical' Examination, such Declaration 

• The question of the payment of Commission to Agents of a Life 
Assurance Company without the knowledge of the Assured was dis- 
cussed very fully at the time when the Prevention of Corruption Act 
was passed. To prevent any possibility of such a practice being 
declared iUegal, it is now the custom of Life Offices to place on their 
Proposal forms a statement that Commission is payable to Agents of 
the Company and to Solicitors introducing business. 

6 
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forming the basis of the Contract and being incorporated 
in the terms of the Policy.* 

Medical Examiner's Form. — "While, however, the 
questions in the Proposal Form are of the simplest 
character, it is a very different matter with those put 
to the proposer by the Medical Examiner, since these 
are of the most searching description. The questions 
may be divided into two separate categories — those 
relating to the personal health of the proposer, and 
those which concern his family history. The former 
comprise questions as to Diseases or Accidents for 
which professional attendance has been required, and 
as to physical defects or weaknesses, vaccination, habits, 
and residence in tropical climates. The latter are put 
with the object of bringing out facts as to the prevalence 
of hereditary disease, such as Consumption, Insanity, 
Epilepsy, Gout, or Cancer in the proposer's family, 
and also as to the ages and causes of death of hia parents 
and brothers and sisters. 

Tests of Eligibility. — Besides these questions, the 
answers to which, as well as the manner in which 
these answers are given, have considerable eflfect upon 
the mind of the Examiner, the proposer's height and 
weight are measured and compared, and a very careful 
examination is made of the principal organs, which 
includes tests of the urine for ascertaining its specific 
gravity and also as to the presence or otherwise of 
either sugar or albumen. Prior to such examination, 
however, the proposer signs a Declaration of a similar 
character to that in the proposal form, stating that his 
answers are true and form the basis of the Contract. 

* It may be here noted that any mis-statement or concealment 
of a material fact by the proposer renders the contract liable to be 
declared void. 



PRACTICAL WOBK OF A LIFE OFFICE 67 

We shall deal more fully with the various points 
connected with such an Examination when considering 
the Medical Aspects of Life Assurance. 

Reports from Hedical Attendant and Private Friends. 
— A Eeport from the usual Medical Attendant of the 
proposer is as a rule only required in cases where the 
proposer has suffered within recent years from any 
serious illness or undergone a severe operation, but 
where the amount to be assured is large such a Eeport 
is generally asked for even if the attendance has been 
for merely trivial ailments. Eeports from two Private 
Friends, whose names are given as references, are almost 
invariably required, it being stipulated that such friends 
should neither be closely related to the proposer nor of 
the opposite sex. The main object of obtaining these 
latter Eeports is to ascertain whether the proposer is 
regarded as a strictly sober person, but a subsidiary 
object is to secure additional names of persons who 
may be also induced to effect an Assurance on their 
own lives. It may be indeed suspected that this latter 
object is considered to be the more important of the two, 
since as a general rule very little useful information is 
obtained from these Eeports. 

Agent's Report.^-To complete the Papers relating to 
the eligibility of the proposer for Life Assurance a 
Eeport is also required from the Agent by whom he is 
introduced to the Company. As, however, the Agent 
has in most cases but little personal knowledge as to 
the health and habits of the proposer, his Eeport is as 
a rule little more than a matter of form, the most 
valuable portion of it being the explanation which he is 
asked to furnish as to the object of the Assurance being 
effected. 

Decision of Directors. — Should the proposal have been 
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made direct to the Head Office of the Company, and the 
proposer examined by one of the Company's Medical 
Officers, the completion of these Eeports is sufficient to 
enable the proposal to be laid before the Directors ; but 
if, on the other hand, as more frequently happens, the 
proposal is sent up by a Branch, and the Medical 
Examination is made by a provincial Examiner, all the 
papers relating to the case are first placed before one of 
the Medical Officers at Headquarters, and he adds his 
own comments to those made by the actual Examiner. 
The final decision, however, is made by the Directors, 
with the advice of their principal Officer, whether 
manager, secretary, or actuary, and the proposal is either 

(1) accepted at the ordinary rate of premium for the 
class of Assurance which is desired by the proposer ; or 

(2) accepted at the ordinary rate of premium for a 
class of Assurance in which a smaller number of pre- 
miums are payable, such as a Limited Premium Policy or 
an Endowment Assurance payable at a younger age than 
that stated in the proposal ; or (3) accepted with an addi- 
tion to the premium consisting of either the equivalent 
of a fixed number of years added to the age, or of a 
percentage of the Sum Assured ; or (4) accepted under the 
Contingent Debt Scheme already described ; or (5) de- 
ferred for further consideration at the end of a specified 
period ; or (6) declined. It may be added that the fact 
of a proposer having been previously either rated up or 
declined by one Company does not necessarily form a 
sufficient reason for a subsequent proposal to another 
Company being similarly treated, although naturally, 
when the second Company is informed, as it has a right 
to be, of the treatment of the previcnis proposal, enquiry 
is made of the first Company as to the reasons why the 
proposal was either rated up or declined. Notwithstand- 
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ing this circumstance, however, the second proposal 
is considered entirely upon its own merits, and in the 
event of the Medical Officer taking a more favourable 
view of the case the proposer may secure better terms 
than he did before. 

Re-assurances, — It sometimes happens that a Life 
OflSce is offered an Assurance of a larger amount than it 
cares to be on the risk for. In such a case the Company 
retains only a portion of the risk, varying from £5,000 to 
£10,000, according to the size of the Company and its 
average Sum Assured, the remaining portion being re- 
assured with one or more other Companies, who in their 
turn place some of their Ee-assurances with that Company 
as a gtiid pro qtio. In this way, without sustaining any 
diminution in the amount of its New Business, a Com- 
pany is able to spread its risks over a wider area, and 
thus to minimise the chance of its sustaining a heavy 
loss over a single risk. It is usual for such Ee-assurance 
to be granted by way of an Endorsement on a copy of the 
original Policy, as by this means only a sixpenny Stamp 
is necessary to be placed on the " Guarantee," as it is 
termed, provided the Endorsement is under hand and not 
under seal. 

Hazardous Eisks. 

It may be here mentioned that quite apart from the 
fact the proposer being proved to be an under-average 
life on the ground of his personal health or habits, or of 
his Family History, two other important circumstances 
have to be taken into consideration by the Directois 
before deciding upon the manner in which the proposal 
should be treated. These circumstances relate to what 
are known as "Hazardous Eisks" in connection with 
either the Occupation or Place of Eesidence of the 
proposer, 
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Extra Premiums for Hazardous Occupations, — These 
risks include occupations in any way connected with the 
Liquor Trade, IVEining Engineers, and Officers in the 
Army, Navy, and the Mercantile Marine Service. With 
regard to Officers in the Army and Navy, it is now the 
general practice to grant Licences to these Officers, pro- 
vided they have no immediate prospect of being ordered 
on Active Service or of going beyond the usual Free 
Limits of Eesidence, which may be taken to be, broadly 
speaking, any part of the world outside the Tropics, at a 
special uniform rate of Premium payable until per- 
manent retirement from the Service. These Licences 
are of two distinct classes : (1) Licences granted at an 
extra Premium of One Pound per cent, per annum for 
Military Officers, and of Fifteen Shillings per cent, per 
annum for Naval Officers, to cover all War Eisk and 
Foreign Eesidence, excluding the West Coast of Africa ; 
(2) Licences granted at an Extra Premium of Ten 
Shillings per cent, per annum for Military Officers, and 
of Seven Shillings and Six Pence per cent, per annum 
for Naval Officers, to cover War Eisk only.* 

Extra Premiums for Climatic Risks.— The Climate Eisk 
is one that varies considerably, not only with the particular 
latitude in which the proposer either resides or intends 
to reside, but also with a number of other circumstances 
which are liable to adversely affect the proposer's health. 
As previously stated, an Extra Premium is usually 
required for residence in the Tropics, but from this rule 
there are several exceptions, as, for instance, the southern 
portions of the United States (excluding Florida), Upper 

• The advantages of such a scheme as this will be recognised 
■when it is remembered that during the South African War, 1899-1902. 
the rates charged for Officers ordered to the front were Seven Guineas 
per cent, for new Assurances and Five Guineas per cent, for existing 
Assurances. 
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Egypt, Northern Australia, and the South African 
Colonies, all of which parts of the world are generally 
included within the Free Limits. The most hazardous 
of this class of risks is always considered to be the West 
Coast of Africa, and very few Offices care to accept a 
case on any terms when the proposer is about to reside 
in that part of the world. In the event, however, of an 
existing Policy-holder, whose Policy is not " Whole 
World," going to reside in this region, it is usual to 
charge him an Extra Annual Premium of Five Guineas 
per cent., a proportionate part of such Extra being 
returned in respect of any hoUdays he may take within 
the ordinary Free Limits, Many Offices, in fixing the 
amount of an Extra Premium to be charged for resi- 
dence in the Tropics take into consideration the circum- 
stance of the life being acclimatised or unacclimatised, 
the former being more favourably treated than the latter ; 
while it is also a common practice to either reduce or 
remove the Extra after the expiration of a fixed period of 
residence varying from five to ten years, provided in the 
meantime the Assured has not suffered in health from 
such residence. 

The principal countries, residence in which renders 
the payment of an Extra Premium necessary, are India, 
Burmah, Ceylon, the greater part of Africa, China, the 
West Indies, Mexico, and the northern half of South 
America. As regards India, the general practice is to 
regard this vast Empire as a whole, in spite of the fact 
that parts of the interior and in the mountainous regions 
of the north are as healthy as our own country, while 
the plains and the coasts are notoriously unhealthy. The 
Extra Eisk for residence in any part of India is, as a 
rule. One Pound per cent, for Civilians, and One Pound 
Fiye Shillings per cent, for Military Officers. In 
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Burmah, however, these rates are slightly higher, while 
in Ceylon they are lower. The Extra Premiums for 
China, Africa (excluding the West Coast), and South 
America vary from One to Three Pounds per cent., 
according to the reputed insalubrity of the particular dis- 
trict. The West Indies are divided into three distinct 
categories for the purpose of the assessment of the Extra 
Premium. The lowest Extras, from Fifteen Shillings to 
One Pound per cent., according to the age of the Assured, 
are charged for residence in the Islands of Barbadoes, 
Jamaica, Hayti, San Domingo, and Santa Cruz ; some- 
what higher Extras, from One to Two Pounds, according 
to age, are charged for Trinidad, St. Vincent, Antigua, 
St. Kitts, St. Lucia, Grenada, The Bahamas, Martinique, 
St. Thomas, Guadeloupe, Tobago, Cuba, Porto Eico, 
Demerara, and Venezuela ; while the highest Extras, 
from One Pound Ten Shillings to Two Pounds Ten 
Shillings are charged for Dominica and Surinam, accord- 
ing to age.* It should be added that the Extra Premium 
is invariably taken off during the residence, either tem- 
porary or permanent, of the Assured within the Eree 
Limits, although his health may have deteriorated 
by residence in Tropical Climates. The whole sub- 
ject of Extra Premiums for Climatic Eisks is, how- 
ever, still in a transitionary and unsatisfactory state, 
owing mainly to the fact that mortality statistics rela- 
ting to it are of such a limited character. 

The Piest Pebmium. 
After the notice of the acceptance of his proposal has 
been issued to the proposer a fortnight's grace is usually 

* These Extra Premiums are extracted from Tables furnished in 
1900 to Mr. Jas. Chatham and quoted by him in a Paper read before 
t])e Interi)ationa,I Congress of Actuaries held at Paris in that year, 
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allowed for payment of the first Premium, which in ordi- 
nary cases may be made by Half-yearly or Quarterly 
instalments. 

Half-yearly and Quarterly Premiums. — These instal- 
ments, it should be remembered, are somewhat more 
in amount than one-half or one-quarter of the Annual 
Premium, since, otherwise, the Company would lose 
a certain amount of interest, and this loss is coun- 
teracted by making a corresponding addition to the 
instalments. A further addition, too, has to be made 
for a possible loss of one or more instalments in the year 
of death, since, should the Assured die within three 
months after the date of the last renewal, only one 
half-yearly or quarterly payment would be made instead 
of the Annual Premium, the amount of which has been 
fixed upon the assumption of its being paid in full in 
the year of death. In the event of the first Premium 
not having been paid within the days of grace allowed, 
the Office may require the proposer to either undergo 
another Medical Examination or at any rate to produce 
a certificate showing that his health has not suffered 
in the meantime. 

Commencement of Risk. — Upon payment of the first 
Premium either direct to the Head Office, or to a Branch, 
or to one of the Company's appointed Agents, the Ofi&ce 
becomes immediately on the risk, a cover note being 
issued stating the date of such risk, and undertaking 
that a Policy in accordance with the terms of the pro- 
posal shall be issued as soon as possible. 



CHAPTER VI 

THE PRACTICAL WORK OF A LIFE OFFICE 

{co7itinued) 

THE POLICY— ITS CONDITIONS AND PEIVILEGES— 
INSURABLE INTEREST— MARRIED WOMEN'S PRO- 
PERTY ACTS. 

The Policy. 

A Policy of Life Assurance is a document which sets 
out in the clearest manner the nature of the contract 
between the Company and the Assured. In its modern 
form it is generally a model of conciseness, and contains 
the very minimum number of necessary conditions. 
Apart, however, from these conditions and a recital of 
its main features, it consists merely of a single clause 
under which the Company undertakes to pay the amount 
assured, with or without Eeversionary Bonuses, at the 
end of the specified term, provided that the Assured 
on his part pays the stipulated Annual Premium on 
a certain date in each year, or within the Days of Grace 
allowed for such payment. Some Companies add a pro- 
vision as to the allowance of a Surrender Value after 
payment of three Annual Premiums; others, however, 
are content with a statement in the Prospectus to this 
effect, such statement being equally binding on the Com- 
pany. The Conditions attached to the Policy are, as 

74 
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a rule, but three in number, and easy to be observed. 
The first stipulates for proof of age before the admis- 
sion of a claim ; the second makes provision for the 
revival of a Lapsed Policy ; the third renders the 
Policy void should the Assured commit suicide within 
the limits of a fixed period after the date of the Policy, 
such period being usually thirteen months, which allows 
for payment of two Annual Premiums. Where, however, 
the Policy, for various reasons, has not been made a Free 
Whole- World Policy, a fourth condition is made restrict- 
ing the Assured from travelling or residing within certain 
limits of latitude, these limits being, with a few excep- 
tions which relate to Australia and South Africa, practi- 
cally those covered by the Tropical Zone. After, however, 
a stipulated period has elapsed, and the Assured is over 
thirty years of age, it is customary for such policies to 
become free from all such restrictions, provided the 
Assured has not previously entered the prohibited 
limits and is not in the Naval, Military, or Mercantile 
Marine Service (see pp. 70-1). It may be added that 
the Policy bears an impressed Stamp at the rate 
of Is. per cent, on the Sum Assured, and is usually 
signed under the seal of the Company by two Directors, 
and counter-signed by one of the Company's principal 
ofiBcers. 

Having thus briefly summarised the principal features 
of a modern Life Assurance Policy we may now proceed 
to consider them in some detail. The recital in the earlier 
part of the Policy requires but little notice, as its object 
is merely to set out such particulars as the Name, 
Address, Occupation, and Age next birthday of the 
Assured, the Sum Assured, and the Premium payable. 
In addition to these particulars, however, it usually con- 
tains a, reference of considerable importance to the state- 
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ments in the Proposal and Medical Examiner's Eeport 
as forming the basis of the Contract. The Contract itself, 
which immediately follows this recital, stipulates the 
precise terms upon which the Company undertakes to pay 
the Sum Assured to the " Executors, Administrators, or 
Assigns " of the Assured if the Assurance is payable only 
on death, or to the " Assured, his Executors, Adminis- 
trators, or Assigns," if the Policy is either an En- 
dowment Assurance, or an Assurance effected by one 
person on the life of another. 

Conditions attaching to the Policy. 

Proof of Age. — As it is most important that the age of 
the Assured should be correctly stated in the Policy, and 
it is considered undesirable to insist upon production 
of evidence of the date of birth at the time the Policy 
is effected, it is consequently necessary to make a Condi- 
tion in the Policy providing that, in the event of the age 
proving to be incorrectly stated upon production of such 
evidence, an adjustment should be made either in the 
Annual Premium or in the Sum Assured. It may 
be mentioned that the usual proof of age required by 
Companies is a Eegistrar's Certificate of Birth, bat in 
cases where such evidence cannot be produced, as, for 
example, if the birth of the Assured were omitted to be 
registered, or if he were born x)ut of the United Kingdom, 
then the Company will accept the best evidence possible 
such as a Certificate of Baptism, with or without the 
date of birth inserted, an extract from a Family Bible or 
other Family Eegister, a Passport, or, failing these, a 
Statutory Declaration made by some older relative as 
to the date of birth. 

Misstatement of Age. — Now, should the evidence of 
age produced show that the age next birthday was really 
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higher than that stated in the proposal, there are two 
ways of making such an adjustment. One is that of 
accumulating at Compound Interest the difference be- 
tween the Premium actually payable and the Premium 
that would have been charged had the age been correctly 
stated in the first instance, and of debiting the Assured 
with this accumulated amount, the future Premiums 
being corrected. The other way is to reduce the 
Sum Assured in the proportion that the Premium 
actually paid bears to the correct Premium. A simple 
example will show the difference between the two 
methods. Let us suppose that a Whole Life Policy 
for £100 has been effected by a person who states his 
age as 30 next birthday, but, after payment of ten Annual 
Premiums, discovers from his Certificate of Birth that 
his real age was then 31 next birthday; and let us further 
suppose that the Annual Premiums for these two ages 
are £2 8s. lOd. and £2 10s., or, expressed in decimals, 
£2-442 and £2-5. Then, by the first method, the Assured 
would have to pay for the arrears of Premium, with 
Compound Interest at, say, 5 per cent., £'058 x 13'207, 
which is equal to £-766, or 15s. 4d., and, in future, the 
correct Annual Premium of £2 lOs. By the second 
method he would continue to pay the original Premium 
of £2 Ss. lOd., no arrears being charged, but the Sum 

2-442 
Assured would be reduced to £100 x -qvr' or £97, the 

odd shillings and pence being ignored. Should, how- 
ever, the correct age prove to be lower than that stated 
in the proposal the second method is inapplicable, since 
it is contrary to the practice of ' Life Offices to increase 
the Sum Assured under their Policies except by way of 
Eeversionary Bonus, or by granting an additional Policy 
in the ordinary way of business. In such a case, there- 
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fore, which, it may be stated, is comparatively rare, it 
is customary to return to the Assured the excess of 
the Premiums paid, but without Interest, and to reduce 
the future Premiums in accordance with the correct age. 

Revival of Lapsed Policies. — The conditions upon which 
a PoUcy that has lapsed may be revived are now of a 
very liberal character, since no Company is desirous of 
making a profit out of its lapsed Policies, especially in 
view of the fact that any small profit which it may make 
on individual Policies is more than counterbalanced by 
the corresponding loss which it is bound to sustain upon 
the comparatively large number of Policies which lapse 
after payment of only one or two Annual Premiums. In 
addition to this, however, the fact that a Company, acting 
in an illiberal manner towards its Policy holders, would 
not tend to make it popular among either its agents or its 
clientele, has no inconsiderable influence in this direction. 
After payment of five Annual Premiums, the option is 
given the Assured of reviving the Policy within 
thirteen months after the Eenewal Date, without pro- 
duction of evidence of good health, but subject to 
payment of a fine which is generally calculated at 
the rate of 10 per cent, per annum on the overdue 
Premium, this rate covering the loss of interest by the 
Company and also the chance of the Assured's health 
having deteriorated since the last renewal date. The 
Company, however, does not as a rule wait for applica- 
tion for the revival of a Policy to be made, but endeavours 
through its Branches or Agents to obtain payment of the 
Premium from the Assured, by offering him a loan on the 
security of the Policy to cover such payment, or by 
suggesting that the Premium might be paid by Half- 
yearly or Quarterly instalments. 

Suicide Clause. — The Conditions regulating the Suicide 
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Clause are also much more liberal than was formerly the 
case, when Suicide invariably avoided the contract what- 
ever might have been the duration of the Policy, the 
Company as an act of grace sometimes making a small 
payment to the Assured's representatives not exceeding 
the amount of Premiums paid without interest. Now, 
however, some few Companies make no restriction what- 
ever against death by Suicide ; others, however, either on 
moral grounds or on grounds of public policy, limit such 
restriction to thirteen months, after the expiration of 
which period the full Sum Assured is payable whatever 
the cause of death may be. It may be added that, in the 
event of the Policy being either assigned to third parties 
for valuable consideration or else originally effected by 
a third party on the life of the Assured, the Suicide Clause 
is no longer applicable. 

Privileges attaching to the Policy. 

Having thus dealt with the Conditions upon which 
Life Assurance Policies are usually granted. We may now 
turn to a consideration of the privileges attaching to them. 

Participation in Profits. — The principal of these 
privileges is undoubtedly the right of Policies effected 
under the Participating scale of Premium to share in the 
Profits earned by the Life Assurance Fund of the Com- 
pany. In most Proprietary Companies this share is now 
as much as 90 per cent, of such Profits,* which are 
distributed among the Participating Policy holders at the 
end of quinquennial, triennial, or annual periods, accord- 
ing to the methods in vogue in any particular OflEice. In 
the case of Companies established on the Mutual System, 
however, owing to the fact that they possess no Share- 

* One prosperous Proprietary Company has recently decided to 
allot 95 per -cent, of its Profits to its Participating Policy-holders. 
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holders to consider, the whole of the Profits are distributed 
among such Policy holders. 

Obtaining Loans. — Another privilege, which is extended 
to all Policy-holders, with the exception of those whose 
Policies are for short terms only, is that of being able to 
obtain loans on the security of their Policies after pay- 
ment of, as a rule, three Annual Premiums, or immediately 
in the case of the Premiums being commuted by a single 
payment. Such loans, which are generally fixed at a 
minimum of Ten Pounds and are attended in ordinary 
cases without any expense to the Borrowers, are granted 
for amounts closely approaching the Surrender Values 
of the Policies, a small deduction, usually five per cent, 
being made from the Surrender Value to provide for a 
year's Interest on the Loan, so that in the event of the 
Interest not being paid by the Borrower the Office is 
protected from loss. The rate of interest charged for 
such Loans varies from 4 to 5 per cent, according to 
the amount of the Loan and the practice of the particular 
Office making the Advance. It may be added, that, 
although, for the purpose of making the security com- 
plete, provision is usually made in the Memorandum of 
Charge sigaed by the Borrower for repayment of the 
Loan, in practice there is no obligation whatever for him 
to repay the Loan, which may remain as a Charge upon 
the Sum Assured subject to the payment of the Interest 
until the Policy is either surrendered or becomes a claim. 
It is, in fact, the exception rather than the rule for loans 
of this character to be repaid during the existence of the 
Assurance, and since the Office, in making the Advance, is 
at the same time securing a safe and remunerative invest- 
ment for its Eunds, it is only too glad to swell the item 
"Loans on the Company's Policies" among its Assets 
to as large an extent as possible. Many Offices, too. 
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accept their Policies as collateral security for Advances 
made to Assured on the personal security of themselves 
and of two or more Sureties. In such cases, however, 
it is the practice to require the Policies thus deposited to 
be considerably higher in amount than the amount of the 
Advance, which is stipulated to be repaid by Instalments 
extending over a period not exceeding five years. 

Non-forfeiture. — The privilege known by the name 
of Non-forfeiture in one of its forms is universally 
attached to such classes of Assurance as Endow- 
ment Assurances and Whole Term Policies subject 
to Premiums limited to a fixed number of payments. 
The particular form which is here referred to is as 
follows : Assuming the total number of Annual Premiums 
payable in respect of one of these Policies to be twenty, 
then, after payment of three Premiums, the Assured 
becomes entitled, with or without special application 
being made in accordance with the practice of the par- 
ticular Company, to a fully Paid-up Assurance amounting 
to as many twentieth parts of the original Sum Assured 
as the number of Premiums actually paid. In most 
Offices such Paid-up Policies continue to participate 
proportionately in the Profits of the Company, provided 
the original Assurance was on the With Profits scale of 
Premiums. Another form of Non-forfeiture, which is 
more popular in the United States and the Colonies than 
in this country, is that of applying the Surrender Value 
attaching to a Policy which has lapsed to payment of the 
Premiums as they became due, the Policy thus being kept 
in force so long as there is any margin of Surrender 
Value left.* 

* Policies o£ this description are sometimes called ' ' Indisputable 
Policies " — a somewhat misleading term, since all Policies can be dis- 
puted on the ground of either fraud or concealment of material facts. 

7 
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Minor Privileges. — Among minor privileges possessed by 
Life Assurance Policies may be mentioned the following : 
(1) Policies effected under the Married Women's Property 
Act, for the benefit of an Assured's Wife or Wife and 
Children, are protected from the claims of Creditors of 
the Assured, provided the Premiums have not been paid 
with the object of defrauding such Creditors. (2) Most 
Policies are from their commencement made Whole 
World and are thus free from all conditions as to Travel, 
Eesidence, or Occupation. After the expiration of a term 
of years, usually five, this privilege is extended to all 
Policies, except those effected for short periods, provided 
in the meantime the Assured have neither travelled 
within the prohibitory limits nor engaged in hazardous 
occupations. (3) Under the various Acts of Parliament 
relating to Income Tax, the Premiums paid in respect of 
any Policy effected by an Assured on his own life or on 
that of his Wife are allowed to be deducted from the 
Income of the Assured for the purpose of assessment for 
such Tax.* 

Insurable Intekbst. 

It has been found convenient, in discussing the pro- 
cedure with reference to the contract of Life Assurance, 
to assume that the Policy has been effected by the 
Assured on his own life. In many instances, however, 
circumstances arise which render it advisable for the 
Policy to be effected by some person or persons other 
than the Life Assured. Such a Policy would be taken 
out, for example, in the case of one person lending 
money to another and requiring as collateral security a 
Policy on the borrower's life ; or in the case of a Wife 

• Under Section 11 of the Finance Act, 1906, this privilege, which 
was formerly restricted to British Life Offices, was extended to all 
Companies carrying on business in this country. 
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desiring to secure to herself absolutely a fixed sum on 
the death of her husband ; or in the case of a Lease for 
Lives where the lessee is liable to pay a fine on the 
failure of one or all of the lives ; or in the case of a 
Marriage Settlement under which the Trustees are 
required to pay over a sum of money on the prospective 
bridegroom's death, and may possibly find it incon- 
venient to realise securities for the amount on such an 
event taking place. All these instancse are typical 
examples of circumstances in which what is termed an 
" Insurable Interest " is possessed by the person or 
persons in whose name the Assurance is effected, in the 
life of the person upon whose death it becomes payable ; 
and, unless it is fully satisfied that such an Insurable 
Interest does actually exist, no Life Office will grant a 
Policy of this description.* 

Mabeied Women's Peopeety Acts. 

Under Section 11 of the Married Women's Property 
Act, 1882, it is provided that "a Married Woman may 
. . . effect a Policy upon her own life or the life of her 
husband for her separate use," and further that "a 
Policy effected by any man on his own life and expressed 
to be for the benefit of his wife, or of his children, or of 
his wife and children, or any of them, or by any woman 
on her own life and expressed to be for the benefit of her 
husband, or of her children, or of her husband and chil- 
dren, or any of them, shall create a trust in favour of the 
objects therein named, and the moneys payable under 
any such Policy shall not, so long as any object of the 

• Under the provisions of the Gambling Act, 1774, which were 
extended to Ireland in 1866, any Policy issued in the name of a 
person who has no Insurable Interest in the Life Assured by such 
Policy may be declared void. 
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trust remains Unperformed, form part of the estate of 
the insured, or be subject to his or her debts : Provided, 
that if it shall be proved that the Policy was effected and 
the Premiums paid with intent to defraud the creditors 
of the insured, they shall be entitled to receive out of the 
moneys payable under the Policy a sum equal to the 
Premiums so paid." The remainder of the Section is 
devoted to a provision as to the appointment of a 
Trustee or Trustees by the Assured, the receipt of such 
Trustee to be a good discharge for any moneys payable 
under the Policy. Similar provisions are contained in 
" The Married Women's Policies of Assurance (Scotland) 
Act, 1880." 

Policies issued under the Acts, — To meet the special 
conditions referred to in the above Acts it has been the 
practice of all Life Offices for many years past to issue 
Policies of this description, the most usual form of 
Policy being one which is effected by a husband for the 
benefit of his wife. Some Offices in granting such 
Policies are merely content to state that the Assurance 
thus effected is for the benefit of the Wife, or the Chil- 
dren, or the Wife and Children, as the case may be, the 
Policy moneys being made payable, when the Assurance 
is for the Whole Term of Life, to the personal represen- 
tatives of the Assured. When, however, the Policy is in 
the form of an Endowment Assurance and the beneficiary 
mentioned in it is the wife only, the Policy moneys may 
be made payable to her either at the death of the Assured 
or upon his attaining the specified age. Other Offices, 
with the object of relieving the wife from the necessity 
of being put to the trouble and expense of taking out 
Letters of Administration of her husband's estate in the 
event of his leaving no will, issue a form of Settlement 
Policy, under which she is appointed Trustee, and can 
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thus receive the Policy moneys on the death of her 
husband and retain them for her own benefit. 

Settlement Policies. — There are, however, legal difficul- 
ties inseparable from Settlement Policies, which prevent 
them being dealt with during their existence in the same 
way as ordinary Policies, and these difficulties tend to 
neutralise the advantages which they are intended to 
secure. For instance, although they can be converted 
into Paid-up Policies, they cannot be surrendered, Loans 
cannot be granted on their security except for the pur- 
pose of paying Premiums, and Bonuses which are 
allotted to them cannot be taken by way of a cash 
payment. For these reasons such Policies are generally 
discouraged when applied for by intending assured, and 
the provisions of the Married Women's Property Act so 
far as Life Assurance is concerned are comparatively 
seldom taken advantage of. Such restrictions, it may 
be added, do not apply to a Policy effected by a hus- 
band for the benefit of his wife only, or vice versa, 
where no Trustee is appointed, the husband and wife 
being jointly capable of dealing with the Policy in any 
way they please. 



CHAPTER VII 

THE PRACTICAL WORK OF A LIFE OFFICE 

(continued) 

BENEWAL PREMIUMS— ASSIGNMENTS— PEOOP OF 
TITLE, Etc. 

Having now fully discussed the procedure necessary 
before a Policy of Assurance is granted, we can proceed 
to consider in some detail the various incidents that arise 
during the existence of the Policy until it is terminated 
by either death, maturity, surrender, expiry, or lapse. 

Ebnewal Peemiums. 

One of the earliest of these incidents arises when the 
first Eenewal Date comes round, whether three, six, or 
twelve months after the date of the Policy. It is usual 
for the Office to enter particulars of all its risks in a book 
called a Premium Journal, which is divided into twelve 
parts, each part representing the month when the 
Eenewal Premium becomes due. Thus, all the Pre- 
miums falling due in January are set out in the 
first portion of this book, the succeeding months 
being treated in the same way. From this book all 
the Eenewal Notices and Eeceipts are written, the 
former being as a rule issued to the Assured, either 
direct or through the Company's Branches and 
Agents, at the end of the month preceding that in 
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which the Eenewal falls due. The Assured have thus 
ample notice for payment of their Premiums, espe- 
cially since it is usual to allow a Calendar Month as 
"Days of Grace " during which payment can be made 
■without a Fine. Should the Premium be unpaid at the 
end of this period, either a second notice is issued by the 
Company, or one of its Agents calls on the Assured to 
remind him of the oversight. In the event of the pay- 
ment not being made during the period allowed for 
revival of the Policy, a further reminder will have been 
sent by the Company. Although after the expiration of 
this second period the Policy will have lapsed, and con- 
sequently marked off as cancelled in the Company's 
books, a subsequent application for its revival will 
always be considered by the Directors, who, if they are 
satisfied that the Life Assured is in good health and that 
circumstances justify the revival of the Policy, will 
usually grant the application, provided the Life Assured 
pay the expense of his Medical Examination together 
with a reasonable fine. 

Assignments. 

Another incident which frequently takes place very 
soon after the grant of a Policy is that of a notification 
to the Office that the Assured has either mortgaged, 
charged, or otherwise assigned his interest in the Policy 
to some other person or persons, and when such a 
notification is received by the Office it is immediately 
registered, and the notice carefully placed with the other 
papers relating to the Policy. 

Notices of Assignment. — It is usual to serve such a 
notice in duplicate together with the statutory fee of five 
shillings, under the provisions of the "Policies of Assur- 
ance Act, 1867," which Ac* regulates all proceedings in 
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connection with Notices of Assignment. In return for 
this fee, which, it may be mentioned, is only obligatory 
when an acknowledgment is required, the Company 
stamps the acknowledgment of the receipt of the notice 
on the duplicate form which it returns to the person 
from whom it was received. It should be added that the 
fact of the Company registering the notice in their books 
and acknowledging its receipt in no way binds it to 
recognise the title of the person to whom the Policy has 
been assigned, the general practice being, when any pay- 
ment is required to be made under the Policy, such as a 
Cash Bonus, Loan, Surrender Value, or Claim, for the 
Company to ask for the production of all documents 
constituting the title of the person who claims such 
payment. Upon receipt of these documents the Com- 
pany proceeds, either directly or through its solicitors, 
to investigate such title, the claimant paying any legal 
expenses necessary for this purpose, and should it be 
satisfied that the title is a valid one, the payment is 
made to him without delay. 

Assignments are of various kinds, and may be divided 
into three main divisions, viz. : Equitable Charges, Mort- 
gages, and Absolute Assignments (including Assignments 
in Trust). 

Equitable Charges. — -These Assignments are generally 
adopted by Bankers when they grant an overdraft to a 
customer, since, the transaction being of a temporary 
character, such a mode of Assignment, by which the 
Policy is merely deposited with the Bank as a security 
for the overdraft and interest thereon, is at once simple, 
effective, and inexpensive.* It has the further advan- 

* Under the Finance Act, 1888, the Stamp Duty on instruments 
of this kind ig fixed at One Shilling per cent, on the amount 
advanced. 
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tage, too, when the overdraft has been repaid, and the 
Policy returned to the Assured, of not requiring any 
formal re-assignment of the Policy, since, although in 
many cases it is the practice to endorse a re-assign- 
ment on the Equitable Charge, a letter from the Bank 
stating that it has no further claim on the Policy is quite 
sufficient to re-establish the original title of the Assured. 
Mortgages. — Assignments by way of Mortgage are 
found convenient when an advance is made by one 
person to another oa the security of a Life Policy, with 
or without other security for an indefinite period. The 
provisions contained in the Mortgage Deed, which 
should be under seal and stamped at the rate of half- 
a-crown per cent, on the amount advanced, are as 
follows : The borrower, who is termed the Mortgagor, 
stipulates to repay the amount advanced with interest 
at a specified rate upon six months' notice being given 
either by himself or by the lender, who is termed the 
Mortgagee ; and also in the meantime to pay such 
interest by half-yearly instalments, the first payment 
becoming due six months after the date of the Mortgage. 
It is further agreed that, in the event of failure on the 
part of the Mortgagor to pay the interest as it falls due, 
the Mortgagee shall have power either to sell the Policy or 
to surrender it to the Company by whom it was granted, 
and to apply the proceeds of such sale or surrender to 
the payment of the arrears of interest and other expenses 
incurred through the default of the Mortgagor. Should, 
however, the value of the Policy be greater than the 
amount due to the Mortgagee for principal and interest, 
the Mortgagor may exercise what is called the " Equity 
of Redemption," or the right to redeem the Mortgage 
out of the value of the Policy within a reasonable time, 
and only in the event of bis failing to do this can 
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the Mortgagee foreclose and thus be relieved from any 
liability of this character. A Mortgage should also con- 
tain provisions for the surrender of any Bonuses, which 
may be allotted to the Policy, by the Mortgagee without 
the concurrence of the Mortgagor and for the punctual 
payment of the Premiums on the Policy, as well as a 
covenant not to vitiate the Policy in any way. It may 
be added that under Section 22 of the Conveyancing Act, 
1881, a Mortgagee has full power to give a good receipt 
for any money payable either for the sale or the sur- 
render of the Policy without the concurrence of the 
Mortgagor, although it is usual to include a provision 
of this kind in the Deed. He has, however, to account 
to the Mortgagor for any surplus over and above the 
amount actually due to him so long as the Mortgagor's 
Equity of Eedemption has not been forfeited. Under 
another Section of this Act it is provided that, on the 
Mortgagor assigning any property as " Beneficial 
Owner," he thereby, among other things, covenants 
that his own title is a valid one and that the property 
is entirely free from any claim or incumbrance.* 

Absolute Assignments. — Absolute Assignments are of 
three kinds, viz. : Assignments for valuable considera- 
tion. Assignments for a voluntary or nominal con- 
sideration, and Assignments by operation of law. 

Assignments for Valuable Consideration. — The most 
usual form of these Deeds is of a very simple character. 
In the Schedule appended to the Policies of Assurance 
Act, 1867, there is a statutory form of Assignment, which 
has the double advantage of brevity and effectiveness, 
and which can be either endorsed on the Policy or be 
drawn up as a separate Deed. It should be stamped at 

• The Coveaants implied by the term " Beneficial Owner " apply 
equally to Absolute Assignments. 
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the rate of One Pound per cent, of the consideration 
money.* Such an Assignment, together with delivery 
of the Pohcy itself, conveys the Policy absolutely to the 
purchaser, who is termed the Assignee, and, if properly 
drawn up and stamped, and the transaction be a bond 
fide one, he may thus obtain a perfect title to all the 
benefits of the Policy. He should, however, serve the 
Company with notice of the Assignment as soon as 
possible after its execution, since under Section 3 of 
the Act of 1867 the date on which a notice of Assign- 
ment is received by the Office regulates the priority 
of all claims under any Assignment.! To this rule, how- 
ever, there is one exception, it having been decided that 
a Trustee in Bankruptcy, who serves a Company with 
notice of his claim, cannot obtain priority over an 
Assignee for valuable consideration who has failed 
to give notice to the Company, since the former is 
regarded as a Statutory Assignee and not an Assignee 
for value. An Assignment of a Policy under an ante- 
nuptial Marriage Settlement is also one for valuable 
consideration, and under such Settlement passes 

* Up to quite recently the Duty was only Ten Shillings per cent, 
of the Consideration Money. Under Section 73 of the Finance 
(1909-10) Act, 1910, however, the Duty is doubled. But where the 
Consideration does not exceed £500 the Duty of Ten Shillings is 
applicable if it is stated that the transaction does not form part 
of a larger transaction or series of transactions in respect of which 
the Consideration exceeds £500. 

f In a recent decision in connection with this point Mr. Justice 
Parker lays it down that, in the case of Policies of Assurance, the 
priorities of equitable incumbrancers are determined, in default of 
their gaining priority by giving notice, by the order of the dates of 
their Charges, and adds ' ' that a mortgagee who gives such a notice 
cannot thereby gain priority in charge over an incumbrance, prior in 
point of time, of which he had actual or constructive notice at the 
time when he advanced his money." 
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absolutely to the Trustees. It is, however, of great 
importance that the Settlement should be stamped for 
the full value of the property included, otherwise it 
may be liable to a penalty at some future time. The 
amount of Stamp Duty chargeable for the Policy alone 
depends upon the fact as to whether the Settlement 
contains a covenant for keeping the Policy in force. If 
this is the case, the duty is at the rate of five shiUings 
for every £100 of Assurance ; but, if there is no such 
covenant, then the duty is chargeable on the Surrender 
Value of the Policy at the date of the Settlement, such 
value being ascertained from the Company in which the 
Assurance was effected. It may happen, however, that 
the Policy is effected concurrently with the Settlement, 
when there is no Surrender Value attaching to it, and 
in such a case, in the absence of any covenant for keep- 
ing the Policy in force, the Settlement need not be 
specially stamped. 

Voluntary Assignments. — Assignments in which the 
consideration is of a purely nominal amount are included 
in the category of Voluntary Settlements and thus are 
governed by Section 47 of the Bankruptcy Act, 1883, 
which provides that such an Assignment shall, if the 
assignor becomes bankrupt within two years after the 
date of the Assignment, or if he becomes bankrupt at 
any subsequent time within ten years after such date, 
be void against the Trustee in Bankruptcy, unless in 
the latter case the assignee can prove that on such 
date the assignor was able to pay all his debts without 
the aid of the sum represented by the value of the 
Policy, and that his interest in the Policy absolutely 
passed from him on that date. The object of this pro- 
vision is to protect creditors from fraud on the part 
of a debtor, and its effect has been to make Life 
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Offices extremely cautious in making payments of any 
kind under a Policy which has been dealt with under 
an Assignment of this character, owing to the legal diffi- 
culties which may arise. " It is sometimes suggested," 
says Mr. A. R. Barrand, one of the leading authorities 
on Life Assurance Law, " by way of getting over the 
difficulty, that the settlor should join with the volunteer 
or trustee in giving the Company a discharge, but it is 
not easy to see that this in any way improves matters, 
as, although a Voluntary Settlement may be set aside by 
creditors, yet, when once completed, it is binding on the 
settlor, who cannot by any means undo it, unless of 
course it contains a power of revocation. In these cir- 
cumstances any interest in the settled property, other 
than that of the volunteer, lies not in the settlor but in 
his creditors, and his concurrence in the receipt cannot 
affect their rights. These difficulties do not, however, 
arise when the Policy has become a claim through the 
death of the settlor, as the provisions for the setting aside 
of Voluntary Settlements by creditors do not apply in 
the administration in Bankruptcy of the insolvent estate 
of a deceased debtor. ... A post-nuptial Settlement, 
where there is no consideration but the existing marriage 
and the love and affection of the parties, is only a volun- 
tary one, and as such is subject to the incidents of 
an ordinary Voluntary Settlement. If, however, other 
property is brought into Settlement by the wife on 
condition that the husband settles the property forming 
the subject of the deed, or if an allowance is made by 
the parents or friends of the wife on like conditions, it 
will cease to be a Voluntary Settlement and will be 
considered as one for valuable consideration."* 

* Paper on " Some Legal Points arising in Life Assurance 
Practice," read befpre the Institute of Actuaries in December, 1896. 
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Assignments Effected by Operation of Law. — Assign- 
ments which are effected by operation of law are those 
that take place upon a Eeceiving Order in Bankruptcy 
being issued against the Assured, when, on his being 
adjudicated a Bankrupt, the Policy immediately vests in 
the Official Eeceiver until the appointment of a Trustee. 
This last- mentioned official has full power to deal with 
the Policy in any way he thinks will prove for the benefit 
of the creditors. In the event of the .Bankruptcy being 
annulled, it is generally considered sufficient by Life 
Offices to accept as evidence of the Assured's title a 
letter from the Trustee stating that he has no further 
claim on the Policy, and that it has been handed back 
to the Assured. Although in Scotland and Ireland an 
adjudication in Bankruptcy is considered to be notice to 
the whole world, in England this is not the case, and, 
unless such notice is actually served on the Company, 
it is not affected by the adjudication. In connection 
with this subject it may be mentioned that, in the event 
of an Assured assigning his property to a Trustee for 
the benefit of his creditors, the title of such Trustee will 
not be complete either until every creditor has concurred 
in the arrangement, or till after the expiration of three 
months from his appointment, and since the Company 
cannot readily satisfy itself that the former event has taken 
place, it is under the necessity of postponing its recognition 
of the Trustee's title till the three months have expired. 

This Paper, as well as a supplementary one by Mr. Barrand written 
some ten years later, is strongly recommended to students for careful 
study. The Stamp Duty on Voluntary Assignments is, under Sec- 
tion 74 of the Finance (1909-10) Act, 1910, made the same as if the 
Assignment were for valuable consideration, the basis being the value 
of the Property on the date of the Assignment. Special Provisions 
are, however, made under this Section with regard to Post-nuptial 
Settlements. 
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Peoof of Title. 
It will be convenient at this stage to briefly discuss 
the principal points which call for attention at the time 
when the title of a claimant under a Life Policy requires 
investigation. Several occasions may arise for such a 
procedure either during the existence of a Policy or 
when its cancelment is under consideration. It need 
hardly be stated that the mere possession of a Policy by 
a third party is not conclusive evidence of his title, 
since to transfer the interest of a policy-holder to another 
person it is absolutely essential that a document should 
be signed by the policy-holder which has the effect of 
conveying the whole of his interest to such person. We 
have already considered the nature of the various forms 
of Assignment which affect the title of an Assured, and it 
now only remains for us to regard the matter from the 
standpoint of the Company when it desires to be fully 
satisfied that a payment it is about to make is to the 
right party, and that it is not likely to be called upon to 
make such payment a second time. In the first place, 
as already stated, when such an investigation of title is 
necessary owing to the fact that one or more notices 
affecting the title have been received by the Company, 
the OfBce requires the production of all documents of 
which it has received notice together with any further 
documents which may be necessary to complete the 
claimant's title. When all these documents have been 
produced they are carefully examined and compared 
with the descriptions given in the notices referring to 
them. Particular attention is also paid to the question 
as to whether they have been properly stamped, since 
under the Finance Act of 1891 it is expressly provided 
that no payment shall be made under any Assignment 
unless it is duly stamped, and further, that, should 



96 LIFE ASSURANCE 

such payment be made, the unpaid Stamp Duty, to- 
gether with the penalty which would be required for 
stamping the Assignment, shall be a debt due to the 
Eevenue by the person making the payment. There 
are, however, two exceptions to this rule, as the 
authorities do not insist upon documents of title being 
stamped when (a) they are not essential links in the 
claim of title but merely record transactions which are 
past, and (b) they consist only of a mortgage and a 
re-conveyance between the same parties, in the latter 
case it being considered that the claimant's title is that 
of the original holder of the Policy and not that of the 
party to whom it has been re-assigned. 

Defects in Title. — 'Apart, however, from the question of 
Stamp Duty, many practical difficulties may arise in 
connection with the investigation of a title. Chief among 
these difficulties is perhaps that caused by the absence of 
one or more documents forming the chain of title, or even, 
as not infrequently happens, of the Policy itself. In such 
an event the Company is usually satisfied with an In- 
demnity executed by the Claimant, with or without the 
addition of one or more sureties, accompanied by a 
Statutory Declaration setting forth the circumstances in 
which the missing documents have been mislaid or 
destroyed. Another difficulty sometimes arises, especially 
where the title extends over a long period, when some of 
the parties mentioned in the various notices or deeds are 
either dead, or have been insolvent, or are resident 
abroad, or for different reasons are incapable of signing 
any document necessary to complete the title ; and in 
such an event considerable delay, perhaps for several 
months, is caused before a settlement can be effected. 
"When the documents constituting the title refer to other 
property than the Policy, and in consequence cannot be 
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retained by the Company, they are invariably returned to 
the parties interested or to the Sohoitors acting on their 
behalf in exchange for a Statutory Acknowledgment of 
the Company's right to their production at any time 
together with an Undertaking for such production. Such 
Acknowledgment and Undertaking, which are on the 
same form and must be signed over a sixpenny stamp, 
are usually given by the parties in whose possession the 
documents are to be kept. Should, however, the docu- 
ments only relate to a Policy in another Company, such 
Company, if it retains the documents, merely gives the 
first Company a letter stating that it holds the docu- 
ments on that Company's behoof. 

Bonus Options.— When the claim against the Company 
is for the Cash Value of a Reversionary Bonus or for a 
Eeduction in future Premiums in lieu of such Bonus, 
and the Company has received notice of an Assignment 
of the Policy, the Deed which is the subject of such 
notice must be produced and examined in precisely the 
same manner as if the Policy had become a claim ; and, 
if the Deed be a Settlement in Trust, then the Company 
has to be satisfied that there is a provision in the Settle- 
ment for an option of this nature to be exercised. 

Loans on Policies. — In the case of Loans on Policies it 
is not usual for a Company to make an advance unless 
evidence is produced either that the proposed borrower 
has an absolute title, or, failing this, that a Mortgagee of 
the Policy is willing to postpone his charge in favour of 
the Company. It is also contrary to the usual practice 
for Loans to be granted if the Policy cannot be produced, 
even though the Company has no reason to believe that 
the application is not a bond fide one and that the Policy 
has been assigned to a third party. Some Offices, how- 
ever, have no objection to granting a Certificate in lieu of 

8 
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a missing Policy upon a Statutory Declaration being 
made by the Assured as to the circumstances of the loss, 
and in such a case the objection to granting a Loan upon 
the deposit of this Certificate would naturally cease to 
exist. 

Certificates of Title. — It is sometimes desired by a 
claimant whose title has been approved during the 
existence of the Policy that the Company should grant 
him a Certificate stating that his title to the Policy is 
perfectly valid. This, however, is a step that, as a rule, 
Life Offices are not very willing to take, although there 
does not appear to be any risk involved in such a course. 
In a Paper dealing with this subject, read by Dr. T. B. 
Sprague before the Institute of Actuaries in 1897, he 
observes : " It seems to me very reasonable that the 
policy-holder should wish the Office to give him a 
Certificate, stating that they have investigated his title 
and found it satisfactory. ... I accordingly recom- 
mended my Directors to adopt the system of granting 
Certificates of Title ; and after full consideration they 
resolved to do so, and the system has now been in 
operation for several years without our having seen any 
reason to regret its adoption. The title is investigated 
by our solicitor, of course, at the expense of the Assured 
or other claimant, and, if found satisfactory, a Certificate 
of Title is issued." 



CHAPTER VIII 

THE PRACTICAL WORK OF A LIFE OFFICE 

{contitizied) 

SURRENDER AND LOAN VALUES— CONVERSION OP 
POLICIES— VALUATION— DISTRIBUTION OF SURPLUS, 

Etc. 

We must now pass from the legal aspect of Life Assur- 
ance to a consideration of its financial and actuarial 
aspects. We have already seen that as a Policy increases 
in duration, it acquires a steadily increasing Reserve 
Value, and it is upon this Reserve Value that all, or 
nearly all, calculations which may be required to be 
made throughout its existence are based. Such calcula- 
tions, which form an important part of the daily routine 
of the actuarial department of a Life Office, include 
Loan and Surrender Values, Paid-up Policies, Conver- 
sions of Policies into other classes of Assurance, and 
last, but by no means least, the periodical Valuation of 
the Company's Liabilities under its Policies, and the 
Allotment of the Surplus arising out of such Valuation to 
each separate Policy, entitled to participate in the Com- 
pany's Profits. 

SUEBBNDER AND LoAN VALUES. 

The calculation of the Surrender Value of a Policy is, 
as a rule, a very simple operation, since, having once 

89 
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fixed upon the rate of interest to be adopted, the Eeserve 
Value for any ordinary Policy effected under the Whole 
Term, Limited Payment, or Endowment Assurance 
Tables, can be readily obtained from published Tables, 
more especially when the Experience upon which the 
Eeserve Values are based is that of the O^' Table. From 
such Eeserve Value there is deducted a certain per- 
centage varying in amount in accordance with the age of 
the Life Assured and the duration of the Policy. This 
deduction is made for the purpose of providing against 
possible loss to the Office through adverse selection on 
the part of the Assured, who is assumed to be a good 
life (see p. 37), and also of compensating the Assured 
who remain for the non-contribution of his proper share 
to the expenses of the Office owing to the cancelment 
of his Policy. To this reduced Value is added the cash 
Value of any Eeversionary Bonuses which may be attach- 
ing to the Policy and also of any Eeductions of the 
Premium which may have been taken by the Assured 
from time to time in lieu of a Cash Bonus. In cases 
of Policies of short duration, where the Eeserve Values 
are comparatively small, it is the usual practice of 
Offices to offer as a Surrender Value a minimum amount 
represented by one-third of the Premiums paid in Whole 
Term Policies and by one-half of the Premiums paid in 
Endowment Assurances. Loan Values are deduced 
from Surrender Values by simply making a small 
deduction, usually 5 per cent., to cover a year's 
Interest, from the Surrender Values. 

Paid-up Policies. — With the exception of Limited Pay- 
ment Policies and Endowment Assurances, for which 
another mode of treatment has already been described 
(see p. 39), the calculation of Paid-up Policies is also 
based upon the Eeserve Values. As, however, there is 
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not here the same amount of adverse selection on the 
part of the Assured, and as he still contributes, though 
in a smaller proportioUj to the general Office Expenses, 
the deduction made from the Reserve Value is much 
less than in the calculation of a Surrender Value. 
There is some difference in the practice of Offices as to 
the grant of Paid-up Policies with participation in 
Profits, some Offices making a rule that all such 
Policies of whatever class shall be Without Profits, 
others restricting the grant of With Profit Policies 
to Limited Payment and Endowment Assurance Policies, 
while others again leave the matter to the option of the 
Assured, giving, of course, a Paid-up Policy Without 
Profits of larger amount than one With Profits. 

Conversion op Policies. 

The Premium required for the conversion of one class 
of Policy into another, such as that of a Whole Term 
Policy into a Limited Payment or an Endowment Assur- 
ance Policy, or of an ordinary Endowment Assurance 
into one subject to a reduced number of Premiums, is 
estimated by means of a calculation in which the Eeserve 
Value of the Policy forms an important part (see p. 40). 
When there are Bonuses, either Eeversionary or in 
the form of Eeduction of Premium, attaching to the 
Policy, it is usual to cancel them by calculating their 
present values and adding such values to the Reserve 
Value. Such a course, however, would not apply in 
the case of Reversionary Bonuses attaching to an 
Endowment Assurance which it is desired to convert 
into one subject to a reduced number of Premiums, 
since their cash value would not be affected in any 
way. 
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Valuation. 
Statutory Provision for Valuation of Liabilities. — 

Under Section 5 of the Assurance Companies Act, 1909, 
it is provided tiiat, "every Assurance Company shall, once 
in every five years, or at such shorter intervals as may 
be prescribed by the instrument constituting the Com- 
pany, or by its regulations or bye-lav?s, cause an investi- 
gation to be made into its financial condition, including 
a Valuation of its Liabilities, by an actuary,* and shall 
cause an abstract of the Eeport of such actuary to be 
made in the form or forms set forth in the Fourth 
Schedule to this Act and applicable to the class or 
classes of Assurance Business carried on by the Com- 
pany." Such a Valuation as is referred to in this Sec- 
tion of the Act is one of the most important operations 
v?hich can be undertaken by a Life Assurance Company, 
and, as may be supposed, involves a considerable amount 
of skilled labour from beginning to end. In the case of 
the great majority of Life Offices, it is undertaken only 
once in every five years, or, as it is termed in technical 
phraseology, at the end of every quinquennial period. 
It is invariably followed, unless, as sometimes happens, 
the results of the Valuation are unsatisfactory, by the 
Declaration of the Surplus resulting from the Valuation, 
and by the allotment to the Assured whose Policies par- 
ticipate in the Profits of the Company of a proportionate 
share of the Profits to be divided among such Policies. 

Valuation Forms. — Before describing the process of 
obtaining the particulars of the various classes of Policies 
required by the Act, it will be convenient to set out 
the forms which are appended to the Act in Fourth 
Schedule A. 

* For the qualifications of an "Actuary" under this Section, 
see p. 147. 
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^Further Particulars required. — In addition to furnishing 
the particulars of its Policies and their Values in these 
forms the Actuary of every Company has set out a state- 
ment showing : — 

(1) The published Table or Tables of Premiums for 
Assurances for the Whole Term of Life and for Endow- 
ment Assurances in use at the date above-mentioned. 

(2) The total amount assured on lives for the Whole 
Term of Life in existence at the above date, distinguish- 
ing the portions assured with immediate profits, with 
deferred profits, and without profits, stating separately 
the total Eeversionary Bonuses, and specifying the 
Sums Assured for each year of life from the youngest 
to the oldest ages, the basis of division as to immediate 
and deferred profits being stated. 

(3) The amount of Premiums receivable annually for 
each year of life, after deducting the abatements made 
by the application of Bonuses, in respect of the Whole 
Term Assurances, distinguishing Ordinary from Extra 
Premiums. A separate statement is to be given of 
Premiums payable for a limited number of years, 
classified according to the number of years' payments 
remaining to be made. 

(4) The total amount assured under Endowment 
Assurances, specifying Sums Assured and Office Pre- 
miums separately in respect of each year in which such 
Assurances will mature for payment. The Eeversionary 
Bonuses must also be separately specified, and the Sums 
Assured with Immediate Profits, Deferred Profits, and 
Without Profits, separately returned. 

(5) The total amount assured under other classes of 
Assurance in the same way as in (4). 

(6) The amount of Premiums receivable Annually 
in respect of each class of Assurance referred to in (5), 
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(7) The total amount of Premiums received from the 
commencement upon Pure Endowment (or Leasehold) 
Policies in force at date of Valuation. 

(8) The total amount of Immediate and other classes of 
Annuities on Lives, distinguishing in the case of Immediate 
Annuities the amounts for each year of life and male and 
female lives, and in the case of the other classes the 
amount of Annuities payable under each class and the 
amount of Premiums Annually receivable. 

(9) The average Eate of Interest yielded by the v?hole 
of the Assets constituting the Life Assurance Fund with- 
out deduction of Income Tax,* 

(10) A Table of Minimum Surrender Values allowed 
for Whole Term, Endowment, and Endowment Assurance 
Policies, or a statement of the method pursued in calcu- 
lating such Surrender Values, with illustrations of such 
method as applied to Policies of various ages at entry and 
duration. 

The Actuary is further required to furnish full particu- 
lars of the methods of Valuation employed and of the 
principles adopted in the Distribution of Profits, as well 
as to set out specimens of Bonuses allotted to Whole 
Term Policies and Endowment Assurances, showing the 
various modes in which such Bonuses may be taken. 

The provisions of this Act, which came into operation 
on July 1, 1910, are more stringent and comprehensive 
in their nature than similar provisions under the Act of 
1870 which it repealed, and hence their effect will be to 
place at the disposal of the public a much larger body of 

* The usual method of estimating this Bate is to deduct half a 
year's Interest from the amount of the mean Fund (which is found 
by adding together the amounts at the beginning and the end of the 
year and dividing the sum by 2), and then dividing the mean Fund, 
into the amount of Interest received (Juring the year. 
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statistics relating to the Life Assurance business of British 
Companies than has hitherto been the case. 

Classification of Policies. — Prom the voluminous charac- 
ter of these Returns it will be realised that their compila- 
tion necessarily entails an enormous amount of labour on 
the part of the staff of the Actuarial Department of a 
Life Office, especially since it is stipulated by the Act 
that such Eeturns must be made to the Board of Trade 
under heavy penalties within six months of the period to 
which they relate, unless special permission be previously 
obtained from the Board for an extension of the time to 
a further period not exceeding three months. It is there- 
fore the practice of every Life Office to classify each 
Policy on its books in such a way that the particulars 
required for Valuation and Bonus purposes as well as for 
the Schedules in the Eeturns are readily obtainable. In 
the case of the bulk of such Policies, which consist of 
Whole Term and Endowment Assurances, the Policies 
are arranged numerically, either under the year of 
birth of the Assured, or under the year of maturity, 
the latter arrangement being applicable only to 
Endowment Assurances. In other classes of Policies, 
however, the arrangement consists merely of the Policies 
being set down in numerical order in the separate classes. 
To effect such a classification the Card System is adopted, 
full details of every Policy being recorded on a separate 
card as soon as it is issued. The details comprise such 
necessary items as the Class, Number, and Date of the 
Policy, the Sum Assured with the Bonuses allotted from 
time to time, the Premium payable, with a note as to the 
mode of payment, the Name, Date of Birth, and Age at 
Entry of the Life Assured, together with the Age, Date, 
and Mode of Exit when the Policy ceases to exist. 
During the Valuation period it is usual to keep the cards 
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in strict numerical order so that each may be readily 
accessible when required for any alteration to be made in 
the particulars thus recorded. Towards the close of 
such period, however, after being first carefully examined 
with the Office Registers to ensure their absolute accuracy, 
they are sorted into the different classes to which they 
relate, the particulars required in the various columns of 
the Classification Books for the purpose of the Valuation 
being extracted from them. These columns are usually 
arranged in such a way that by means of a summation of 
the figures on each opening a simple check on their 
accuracy is obtained, while if the whole of the calcula- 
tions necessary are set down against each Policy in a 
single line, and the results to be copied into the Bonus 
Notices are written in a different coloured ink, the clerical 
work involved in the Valuation is very considerably 
facilitated. 

Valuation of Assets. — Of no less importance than the 
Valuation of the Liabilities of a Life Assurance Company 
under its Assurance and Annuity Contracts is that of the 
Assets which make up the Life and Annuity Funds of the 
Company. 

These Assets usually consist of such items as Mort- 
gages, Loans on Policies, Loans on Local Rates, British 
Government Securities, Indian and Colonial Government 
Securities, Foreign Government Securities, Debentures, 
Shares and Stocks, Land and House Property, Ground 
Bents, Life Interests and Reversions, Loans on Personal 
Security, Agents' Balances, Outstanding Premiums 
and Interest, and Miscellaneous Securities.* Of these 
various items, Mortgages easily take the first place, since, 

* The list of different Assets required to be set down in the Third 
Schedule of the Act of 1909 comprises six classes of " Loans " and 
eighteen olasgeg of "Invegtnaents." 
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when carefully selected and an ample margin for depre- 
ciation allowed for, they are most suitable for the invest- 
ment of the Funds of a Life Office, owing to the face that 
they generally extend over a long period of time and are 
entirely free from the fluctuations in value which are 
inseparable from Stock Exchange Securities. This class 
of security, however, requires very careful vigilance on 
the part of the management as well as periodical 
valuations by local experts. Three other items are also 
particularly suitable for Life Offices, viz., Loans on 
Policies, Loans on Personal Security, and Life Interests 
and Beversions, either in the form of Loans or of absolute 
purchase. As has been previously observed, an OflSce 
can have no better security for the investment of its 
Funds than that of its own Policies, a security which 
combines perfect safety with a fair return in the way of 
Interest. Loans on Personal Security are also, if ad- 
vanced with sound judgment, not only a good form of 
investment, but a valuable means of extending a Com- 
pany's New Business, since a part of the security 
required is invariably a Policy of Assurance on the 
borrower's life for an amount considerably in excess of 
that of the Loan. The purchase of Life Interests and 
Eeversions, as well as the granting of Loans on such securi- 
ties, possesses advantages to a Life Office of a similar 
character, since in most cases it is necessary for either 
Life Policies or Policies against the birth of Issue to be 
effected in connection with such purchases or advances, 
these Policies being often for very large amounts. 

Distribution of Classes of Secarities in Assets. — In 
connection with this subject the following remarks, 
taken from a recent Address by Sir Gerald Eyan, Presi- 
dent of the Institute of Actuaries, are well worth careful 
consideration : " Having determined What are the most 
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desirable securities in a given class, our new investments 
in that class should be selected with an eye to as com- 
prehensive a distribution as practicable. ... I advocate 
close attention being paid to this point with the object 
of securing a prudent distribution, regarded geographically 
and commercially, of a Company's investments. Again, 
it always appears to me prudent that some standard 
should be set up— though not necessarily adhered to 
inflexibly at all times and under all conditions — in regard 
to the respective ratios of Mortgages, Stock Exchange 
Securities, and Eeversions in a Company's Balance 
Sheet. An examination of the Assets of different Com- 
panies shows a surprising difference in the various ratios 
of these several groups ; and though here and there we 
may know it to be the result of a definite policy, as a rule 
it is probably a haphazard arrangement, depending more 
upon the openings for investment that chance to arise 
than upon any pre-arranged basis of distribution. I may 
add," he continues, " that I am strongly in favour of a 
substantial portion of the Fands of a Life Office being 
employed in Mortgages of Freehold and Leasehold 
Properties, not only for the reasons given above, 
but to lend stability to the Assets in times of monetary 
crisis."* 

Valuation of Stock Exchangee Securities. — As regards 
the Valuation of the Stock Exchange Securities among the 
Assets there are two methods in vogue which are adopted 
by Life Assurance Companies. One of these methods is 
that of setting down their values as those which corre- 
spond with their Market Prices at the date of the Valua- 
tion — a method which hag the disadvantage, at a time 
when prices are low, of necessitating the writing down 
as a loss the amount of the depreciation in the values 
* Delivered at the Opening of th& Session, 1910-11. , 
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appearing ia the Balance Sheet. The other and more 
scientific method is : (1) To keep the value of such securi- 
ties at the Purchase Prices at least as long as there is 
any possibility of a recovery ; (2) to provide for a possible 
depreciation by means of a special Eeserve Fund; 
and (3) whenever the Company is fortunate enough 
to shov7 a Profit from its Investments, taken as a 
whole, to apply the amount of such Profit, not in 
writing up the values of those securities which have 
improved, but in writing down the values of less 
profitable securities. 

Terminable Securities. — " In the case of all terminable 
securities bought either below or above par," remarks 
Mr. Joseph Burn, a recognised authority upon Life 
Assurance Investments, " it is of course necessary to set 
up Sinking Funds. In the former instance the Annual 
Charges under this head are negative, that is to say, they 
are additions to the Ledger Value instead of reductions ; 
but it is always a safe rule so to arrange the calculations 
that provision is made for the least favourable event. Thus, 
if a Stock repayable at par at any time between 1920 and 
1940 is purchased at a discount, the Sinking Fund should 
be calculated on the assumption of the latter date, whilst 
the opposite course would be adopted if the Stock is pur- 
chased at a premium. As regards the rates to be used for 
such Sinking Funds, there does not seem any great 
advantage to be gained from basing these upon the exact 
yield shown by each particular Stock. Such a plan in- 
volves a great deal of labour, and of course each addi- 
tional purchase of such Stock at a slightly different price 
necessitates a calculation at a different rate of interest. 
In the case of all positive Sinking Funds it is safe to 
assume a low rate, as this increases the amount of 
deduction from the nominal interest yield, but in the 
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case of negative Sinking Funds the opposite argument 
applies." * 

Results of a Valuation.— The general results brought 
out by the periodical valuation of the Liabilities and 
Assets of a Life Office can be divided into three categories. 
They may show : (1) A Deficit, in which case the Com- 
pany is, strictly speaking, insolvent and unable to meet 
its future liabilities in full ; although, since, on an appli- 
cation being made by at least ten Policy-holders, owning 
Policies of an aggregate value of not less than £10,000, to 
the Court for the winding-up of the Company, another 
Valuation of a less stringent character might be made 
under the direction of the Court and show a Surplus, it 
does not follow that the Company would be declared 
insolvent under the Act. (2) A Surplus of such small 
amount as to render it inadvisable for a Distribution of 
Profits among the Assured to be made, this course being 
termed that of " passing a Bonus." (3) A Surplus large 
enough in amount, after due provision having been made 
for all possible contingencies, to justify the Directors in 
making such a Distribution. 

Sources of Surplus. — It is of this last and most satis- 
factory of the results of a Valuation that we must now 
proceed to discuss. In the first place, however, it will be 
necessary to understand the nature of the various sources 
from which the Surplus of a Life Office is derived, 
then to proceed to consider the merits of the various 
methods of Distribution in general use, and finally to give 
reasons for the selection of one which is best suited to 
the circumstances af a particular Company. 

The sources of a Surplus may be set down generally as 
being three in number, viz. : Loading, Light Mortality, 

* Paper on " Investmentg o£ Insurance Companies," read before 
the International Congress of Actuaries held at Vienna in 1909. 
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and Interest. The profit from Loading is derived from 
the fact of the rate of expenditure allowed for in calcu- 
lating the Office Premiums having been greater than that 
actually experienced ; that from Light Mortality is mainly 
due to the careful selection of the risks undertaken by 
the Company ; while that from Interest is caused by the 
equally careful manner in which the Company's Funds 
have been invested, combined with the adoption of a low 
Bate of Interest in the Valuation. There are, of course, 
many other sources of Profit, such as Lapses and Sur- 
renders, Non-participating and Annuity Business, and 
Investments, especially those in the form of Life Interests 
and Eeversions. The Profit, however, from the first two 
of these sources is comparatively small, while that arising 
from the last-mentioned source should, as previously 
mentioned, be applied in writing down the values of less 
profitable Investments. In connection with this part of 
our subject, it must be further borne in mind that the 
risks of a Life Office fall into two main divisions, viz., 
those under Whole Term Policies and those under 
Endowment Assurances, the older risks for the most 
part coming under the former category and the more 
recent risks under the latter ; and-^owing to the fact that 
the sources of the Surplus in each of these two classes of 
Assurances are widely different in character, it is the 
practice among some Offices to keep two separate Funds, 
to ascertain the amount of Profit earned by each Fund, 
and to allot the Surplus equitably between the two 
Funds. 

DiSTEIBUTION OP SURPLUS. 

Of the various methods of distributing the Surplus 
among the Assured three call for special notice, viz. : (1) 
The Uniform Eeversionary .Bonus System ; (2) the Com- 

9 
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pound Eeversionary Bonus System ; and (3) the Contri- 
bution Method. 

Uniform Reversionary Bonus System. — This methodJias 
the advantage of simplicity and of being easily under- 
stood by the general public; it possesses, however, the 
disadvantage of want of elasticity and of unduly favour- 
ing Policies of short duration, while the fact of the Bonus 
being on the Sum Assured only renders a steady increase 
in the amounts allotted at successive Distributions im- 
possible unless a Eeserve Fund be set aside for this 
purpose. 

The Compound Reversionary Bonus System. — This 
method may also be characterised as being both simple 
in form and easily understood, while it has the additional 
advantage of providing steadily increasing Reversionary 
unless the Bonuses previously allotted have been sur- 
rendered. In both this and the previous method the 
Premiums charged should be calculated and the system 
of Valuation adopted in a manner consistent with the 
particular method of Distribution selected. Thus, the 
Loading in the Premiums should contain the necessary 
provision for either a Uniform or a Compound Ee- 
versionary Bonus, and the periodical Valuation should 
be made a rate of interest at least one-half per cent, 
below the rate actually earned for the first method, and 
of at least one per cent, for the second. It may be 
added that it has been found that both methods are 
suitable to Endowment Assurances especially where the 
terms of such Assurances are short. 

The Contribution Method. — This method of Distribution 
has been described by the late Mr. H. J. Eothery in the 
following terms: "This method has been adopted in 
various forms, and in theory distributes the Profits with 
strict equity. The Profit or Loss from Interest, Mortality, 
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Loading, and other sources, is ascertained and apportioned, 
and the result is usually to produce Bonuses which in- 
crease with the age at entry and the duration of the 
Policy. I cannot help thinking that this attempt at 
refinement is unnecessary and involves a needless 
amount of labour. It is also likely to produce irregu- 
larities in the results owing to some accidental cause 
operating during the Valuation period. The method in its 
simplest form divides the Profit into two portions only, 
viz. : ' Interest ' and ' Loading ' Profit, and it seems to 
me that it is undesirable to carry the apportionment 
further." * 

The aim of those who advocate this form of Distribu- 
tioa is to secure as far as possible an equitable apportion- 
ment of the Surplus in proportion to the contributions of 
the Assured who have created it. There are two distinct 
forms of the Contribution Method in use at the present 
time. 

Dr. T. B. Sprague's Method. — This form, devised by. 
Dr. T. B. Sprague, divides the Surplus into two parts, 
one of which consists of the excess Interest actually 
realised over that adopted in the Valuation, and is distri- 
buted in proportion to the Eeserves on which such excess 
Interest has been earned ; the other, which consists of 
the balance of the Surplus, being distributed in propor- 
tion to the Premiums paid in the Valuation period. 

Mr. T. G. 0. Browne's Method. — The alternative form of 
this method, developed by Mr. T. G. C. Browne in 1879, 
divides the Surplus into three groups by special analysis 
in the following manner : Group I. includes Profit 
derived from Loading (less Expenses and Commission, 
Surrenders and Lapses). Group II. is restricted to Profit 

• Paper on " A System of Bonus Distribution," read befMe the 
Institute of Actuaries in March, 1892. 
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from Interest earned above 3 per cent, (the Valuation 
Eate), including Interest earned on Eeversions at an 
assumed rate. Group III. is made up of the balance of 
the Surplus, such as that derived from (a) Mortality; 
(b) Investments realised, including the Profit from 
Eeversions, less the assumed Eate of Interest already 
included in Group II. ; (c) Bonuses on Ee-assurances ; 

(d) Interest on Investment Eeserve Fund, undivided 
Balance from preceding period, and on accrued Profit; 

(e) Issue Policies and Annuities. Having ascertained 
and apportioned the proper amounts of Surplus to each of 
these groups, the results in Group III. are then rateably 
divided between Groups I. and II. and the Surplus 
distributed in the ratio of the Loadings and the Eeserves 
(at the end of the period) respectively.* 

Contribution Method Criticised. — " Both of these Con- 
tribution methods," says Sir Gerald Eyan, " are elaborate, 
if not indeed cumbrous in application. But if this were 
the only objection the ingenuity of Actuaries might be 
depended upon to simplify the process or arrive at a 
rough approximation to its results by easy machinery. 
Unfortunately other defects come to light in examining 
the practical effects of these methods. Dr. Sprague's 
method is found to cast the Mortality fluctuations very 
largely upon recently entered Policies, though they are 
more probably attributable to the working of the older 
contracts; and thus to benefit the younger members, or 
the reverse, according as the Mortality result is favour- 
able or otherwise. Mr. Browne's method, by its rateable 
apportionment of Mortality Profit or Loss between excess 
Interest earnings and Loadings avoids to a partial extent 
this drawback ; but it loses something of its scientific 

* Mr. Browne has fully explained his method in a letter to the 
Insurance Record of July 19, 1895. 
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exactness by reason of the fact that any alteration of the 
Valuation basis (and therefore of the loadings) affects 
the shares which the new and old members respectively 
take in the Mortality ProJSt, which does not practically 
depend on the Valuation basis at all. So that if the 
Valuation basis of a Company using this method were so 
greatly strengthened that the Loading Profit disappeared, 
the Mortality Profits, would all go to swell the Interest 
Profits divisible according to the Eeserves, and therefore 
apportionable almost exclusively among old contracts." 
Sir Gerald Eyan further points out, with regard to Dr. 
Sprague's method, that in the event of the Valuation 
Eate of Interest coinciding with the rate actually earned 
on the Funds, it becomes identical with the method, now 
obsolete, of allotting the Surplus in proportion to the 
Premiums paid during the Valuation period — a method 
which had the disadvantage of giving Eeversionary 
Bonuses decreasing in amount at each successive 
Distribution.''' 

Two Methods Combined. — In connection with the 
Contribution Method it may be of interest to mention 
that in the case of one Office a method of Distribu- 
tion has been adopted which consists of a combination of 
this method and of the Uniform Eeversionary Bonus 
Method. Under this plan a Eeversionary Bonus of 
One Pound per cent, per annum for every Premium paid 
during the Valuation period is first allotted to each 
Policy and the balance of the Surplus is then appor- 
tioned in proportion to the Eeserve Values at the end of 
the period. This method has the combined advantages 
of easy application, equitable distribution, and increasing 
Eeversionary Bonuses. 

* Paper on " Methods of Valuation and Distribution of Profits," 
read before the International Congress of Actuaries in 1900. 
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Options in Application of Bonus. — In the Distribution of 
the Surplus, it is customary for the Company to give 
their Assured the choice of three or four Options as to 
the application of the Bonus allotted to their Policies. 
They can either leave the amount to be added to the 
Sum Assured, or take its value in a Cash Payment, 
or apply it to reduce future Premiums either during 
the remainder of the term of their PoUcies or until 
the next Declaration of Profits, or apply it to convert 
their Policies (if Whole Term) into Endowment Assur- 
ances payable at an advanced age, or (if already 
Endowment Assurances) payable at a younger age than 
that specified. Some few Offices, however, stipulate 
that the Bonus shall be applied only in the reduction of 
all future Premiums. As regards the duration of the 
Policy before a Bonus can vest there is a striking absence 
of uniformity among Life Offices. While some allow 
the Bonus to vest after payment of one Premium, others 
require three or five Premiums to be paid before allot- 
ment. 

Intermediate Bonuses. — Up to comparatively modern 
times it was the almost universal practice among Life 
Offices to allot a share of the Profits only to those 
Policies which were actually in force at the end of 
the Valuation period, so that in the case of a Policy 
becoming a claim before the end of such period no 
Bonus was allotted in spite of the fact that possibly 
as many as five Premiums on the With Profits scale 
had been paid since the last Distribution. To remedy 
this apparent injustice the principle of allotting Inter- 
mediate Bonuses to Policies becoming claims during the 
Valuation period gradually arose and is now adopted by 
all Offices, one or two even going so far as to allot such 
Bonuses to Policies which are surrendered during this 
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period. While, however, the principle of Intermediate 
Bonuses is now universal, the method of allotment 
varies considerably. Some Offices defer such allotment 
till five Annual Premiums have been paid, while others 
make no such condition. Some few Offices pay the 
same rate of Bonus as was allotted at the preceding 
Distribution, though most Offices fix the rate either as a 
uniform one irrespective . of the amount of the previous 
Bonus, or else as a definite proportion generally at the 
rate of two-thirds of the last Eeversionary Bonus 
allotted to the Policy and according to the proportion 
which the number of Premiums paid since the date of 
the last Distribution bears to the number of years 
in the Valuation period.'" 

* For further particulars as to Intermediate Bonuses the student is 
referred to Monilaws' " Surplus Funds," an indispensable work in 
connection with this subject. 



CHAPTER IX 

THE PRACTICAL WORK OF A LIFE OFFICE 

(contimied) 

THE PAYMENT OP THE CLAIM, Etc. 

We now arrive at the final stage of the business of Life 
Assurance, which concerns the procedure necessary before 
payiBent of a claim. Such procedure may have reference 
either to a claim due to the Life Assured having attained 
the specified age mentioned in the Policy, or to a claim 
consequent upon the death of the Life, or one of 
the Lives, Assured. In the former case the procedure 
is usually of a simple character, and it is comparatively 
rare that any difficulty or delay occurs in connection 
with claims of this kind. 

Claims under Matured Policies. — When, as in most 
Endowment Assurances, the Sum Assured, with or without 
Keversionary and Intermediate Bonuses, is payable to the 
Life Assured himself, and satisfactory evidence of his 
age, identity, and title, has been produced, the money due 
to him may be paid over on the day when the specified 
age is attained. This day, it may here be mentioned, is 
not, strictly speaking, the anniversary of his birth, but 
the day before such anniversary, when he legally com- 
pletes the number of years corresponding to the age 
which the Policy matures. Similar promptitude in the 

120 
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payment of the claim may be observed when the 
Assurance has been effected by a third party, such as 
the wife of the Life Assured, provided Such party is 
alive on the date of maturity. In the case of a claim 
arising under a Child's Endowment Policy in conse- 
quence of the child attaining the age of either fourteen or 
twenty-one years, the latter age being the more usual, 
it is necessary to produce evidence of the age of the 
child and also of his being alive on the date of maturity, 
the latter evidence being either a letter from, or a Statu- 
tory Declaration made by, some disinterested person 
who is able to speak from personal knowledge. 

Evidence of Death, — When, however, a claim arises by 
reason of the death of the Life Assured, the procedure is 
somewhat dififerent. In such a case evidence is required 
of the death of the person whose life is assured which 
shall be satisfactory to the Directors. Such evidence 
usually consists of a Eegistrar's Certificate of Death, if 
the death took place either in this country or in any of 
the Colonies, and of a Declaration of Identity made 
by sgme competent and disinterested person. Evidence 
of Age is also required in cases where the age has 
not already been proved. In the event, however, of 
the death occurring in a foreign country the Office is 
more exacting, the evidence in such a case being the 
official documeuts relating to the death accompanied by 
translations of such documents and a Declaration made 
by the medical practitioner who attended the deceased. 
It is further required that all these papers shall be 
attested before a British Consul. Should the Assurance 
have been effected upon more than one life, such as in a 
Joint Life or a Last Survivor Policy, evidence of age of 
all the lives will be required, while in the ease of a claim 
on a Last Survivor Policy, in addition to this, evidence 
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of death of all the other lives must be produced. It 
occasionally happens that no direct evidence of death 
can be obtained, such as when a vessel founders at sea 
with all on board, or the Life Assured has taken a trip in 
a balloon or aeroplane, and nothing further has been 
heard of him, or, in the case of a Policy either effected or 
purchased by a third party, the Life Assured has dis- 
appeared and no trace of his whereabouts can be found 
by such party. In all these cases, when the Office 
is satisfied that the claim is perfectly bond fide, and that 
there can be no reasonable doubt that the Life Assured 
is really dead, the Directors will not place unnecessary 
obstacles in the way, but act with liberality and pay the 
claim with as much promptitude as circumstances 
permit. It may be added that, in the last mentioned of 
these contingencies, should the Life Assured have com- 
pletely disappeared for seven years, the party interested 
can, under an Act of Charles II., obtain an order from 
the Court for presumption of the death, and, upon this 
order being granted, the Office cannot refuse payment of 
the claim on the ground of absence of sufficient proof of 
death and identity. 

Evidence of Title. — After the claim has been admitted 
by the Directors the next step is to produce satisfactory 
evidence of title, and this, as we have already seen when 
discussing the subject of Assignments, is not infrequently 
a matter of considerable difficulty. In most cases, how- 
ever, of claims arising from death the title of the Assured 
at the time of his death is absolutely clear, and hence all 
that is necessary for proof of title is the satisfactory fill- 
ing in of a form called a Claim Note and the production 
of either Probate of his Will or in the event of intestacy 
of Letters of Administration of his Estate. The object of 
the Office in requiring the filling in of a Claim Note is 
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partly to obtain a clear record of the parties who claim 
to be entitled to the amount assured and partly to be 
satisfied that the Assured was perfectly solvent at the 
time of his decease. Immediately upon production of 
the Claim Note accompanied with either the Probate or 
Letters of Administration and the Policy with a Eeceipt 
in full for the amount assured signed by all the claimants 
in the presence of a witness, the money is handed over 
to them, less, of course, any deductions for sums due to 
the Of&ce by way of Loans, Interest, or Premiums. It 
frequently happens, however, that the Solicitors for the 
claimants have a charge upon the moneys payable in 
connection with legal expenses incurred in proof of title, 
and in consequence desire the amount assured to be 
handed to them on behalf of the claimants. In such a 
case it is usual to comply with their request without first 
obtaining the authority of the claimants to do so, although 
some Ofi&ces as an additional precaution insist upon such 
authority being given, it being considered doubtful as to 
whether Section 56 of the Conveyancing Act, 1881, applies 
to Policies of Assurance.* 

Letters of Administration, — In cases where the Assured 
has died intestate and leaving very little behind him be- 
yond the Policy, application is sometimes made on behalf 
of the widow or children for the Company to dispense with 
the production of Letters of Administration and to pay the 

* This Section runs as follows : " Where a. Solicitor produces u, 
Deed having in the body thereof or indorsed thereon a Eeceipt for 
Consideration Money or other consideration, the Deed being 
executed or the indorsed Beceipt being signed by the person entitled 
to give a Eeceipt for that consideration, the Deed shall be sufficient 
authority to the person liable to pay or give the same for his paying 
or giving the same to the Solicitor, without the Solicitor producing 
any separate or other direction or authority in that behalf from the 
person who executed or signed the Deed or Eeceipt." 
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amount assured either to the widow, or if there are only 
young children to some responsible relative on their behalf. 
Such an application is, however, very rarely entertained, 
chiefly owing to the risk which the Company would run 
should it eventually prove that the Assured had died 
leaving unpaid debts. In this event it is open to any 
creditor of the Assured to take out Letters of Adminis- 
tration of the Estate and thus place the Office in the 
unpleasant position of having to pay the amount assured 
twice over. Another reason for not entertaining an 
application of this nature is that by acceding to it the 
Company renders itself liable not only to the penalties 
imposed by the Stamp Act, 1815, but also for any Death 
Duties that would have been payable in respect of the 
Policy Moneys if Letters of Administration had been 
granted, and, probably, for double duty. 

Payment of Estate Duty. — Another danger to be avoided 
by Life Offices when paying claims is that of neglecting 
to require evidence to be produced that Estate Duty 
either is not required or has been paid in respect of the 
full amount of the Sum Assured. There are two events 
in which such a precaution is necessary, one being when, 
on production of either Probate or Letters of Adminis- 
tration, it appears that the amount of the Assured's estate 
is declared at less than the amount of the Policy Moneys, 
and the other when the Assured has died domiciled out 
of the United Kingdom. In the latter event, if the 
Assured has died domiciled in one of the Colonies men- 
tioned in the Colonial Probates Act, 1892, the grant of 
representation must be re-sealed in the United Kingdom.* 

* Section 19 of the Revenue Act, 1889, provides that "where a 
Policy of Life Assurance has been effected with any Assurance 
Company by a person who shall die domiciled elsewhere than in the 
United Kingdom, the production of a grant of representation from a 
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Company's Remedy in Case of Dispute or Defective Title. 

— The above remarks, of course, apply only to cases in 
which the Assured has an absolute Title at the time of 
his decease. When, however, the Company has received 
notice to the effect that the Policy has been charged or 
assigned in some way, the course of procedure in con- 
nection with the payment of the claim is not so simple. 
In such a case the first step taken by the Company after 
admitting the death is to require production of all docu- 
ments constituting the claimant's Title, and upon such 
production to satisfy itself that the Title is a valid one. 
When, as in a charge to a Bank or an ordinary Mortgage, 
there is more than one claimant, the Company, on find- 
ing the documents to be properly stamped, will pay to the 
receipt of all the parties interested, together with instruc- 
tions in writing signed by such parties as to the mode 
of disposal of the Policy Moneys. In the comparatively 
rare cases where either the parties claiming cannot agree 
as to their respective shares or there is some defect in 
the Title, it is open to the Company to pay the amount 
assured in full into Court under the provisions of an Act 
passed in 1896 ; in such an event, however, the Company 
must pay its own costs, which cannot be deducted from 
the Policy Moneys, and hence, in most cases of de- 
fective Title, the Company usually prefers to settle 
the claim by means of the simpler process of obtaining 
a Statutory Declaration and an Indemnity from the 
claimant: -.- — .- 

Pa3rment to Inland Revenue Authorities. — Owing to the 
heavy rates of Estate Duty created by the Finance Act, 
1894, which were increased by the (1909-1910) Act of 
1910, it has been the practice of Life Assurance Corn- 
Court in the United Kingdom shall not be necessary to establish the 
right to receive the money payable in respect of such Policy." 
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panies for some years past to issue Policies providing for 
the payment of the Sum Assured or some portion of it to 
the Inland Eevenue Authorities immediately after proof 
of death in order to cover the amount of the Estate Duty 
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and thus facilitate the procedure for obtaining Probate.* 
Such a course can, however, only be taken provided no 

• Under the former Act it is provided that Estate Duty shall run 
from the date of death; hence the advantage of payment to the 
Authorities as early as possible. 
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notice affecting the Title has been j:eceived by the 
Company. 

Rates of Estate Duty. — The Table given on p. 126 
shows the rates of Estate, Legacy, and Succession 
Duties payable under the last-mentioned Act : — 

la addition to the above, Settled Estates are liable to a 
further Estate Duty of 2 per cent. 



CHAPTER X 

THE MEDICAL ASPECT OF LIFE ASSURANCE 

Introductory Remarks. — In speaking of the Medical 
Examination undergone by a proposer to test his eligi- 
bility for Life Assurance, a brief reference was made to 
the questions put to him by the examiner, and also to 
some of the principal points upon which it is necessary 
for the examiner to obtain accurate information, in order 
that he may form a sound judgment as to the particular 
category in which the proposer should be placed when 
making his report upon the life to the Directors. In this 
Chapter it is proposed to enlarge upon this extremely 
important subject, and to consider the various grounds 
which help the examiner to come to a right decision 
as regards the eligibility of the proposer or otherwise. 
While, however, a Medical Examiner endeavours to 
observe certain elementary rules with regard to the future 
longevity of a particular life, his ultimate decision is 
generally based, not so much upon rules and mortality 
statistics, as upon his own personal experience and 
insight, and accordingly it is no uncommon circum- 
stance for a proposed life to be rejected as unassurable 
by one examiner and to be passed as a second-class life 
by another. 
Scope of Enquiries. — In the course of his examination 
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of tte jJrOposer, the examiner has to take into due 
consideration and to give the proper weight to the 
results of bis enquiries into five distinct points — viz., 
Family History, Personal Histtory, Distinct Personal 
Defects, Personal Conditions of doubtful medical signifi- 
cance, and Unfavourable Conditions of Life; and it is 
only when each of these points is quite satisfactory thafe 
the proposer is passed as a first-class life. Of these 
different conditions perhaps that which relates to the 
Family History may be considered to be among the 
most important, requiring, as it does, no inconsiderable 
amount of well-balanced judgment to arrive at a sound 
decision. 

Family History. — The information usually required as 
to a proposer's Family History does not extend beyond 
his immediate home circle ; in other words, his Father, 
Mother, and Brothers and Sisters, the last-mentioned 
including Half-brothers and sisters, and with reference 
to these relations the fullest available details are required 
as to their present ages if living, or if dead as to their 
then ages, together with precise information as to their 
present state of health if living, or if dead as to the 
cause of death and the nature and duration of the illness 
which formed the primary cause. A question is also 
generally asked with reference to the prevalence of 
hereditary disease among other members of the family, 
such as Consumption, Insanity, Epilepsy, Gout, or 
Cancer, the object of the enquiry being to elicit from 
the applicant whether there is a prevalence of some 
particular hereditary disease in his family, and if this is 
the case whether such prevalence indicates in the pro- 
poser a tendency to die prematurely. When, however, 
the proposer's personal history is not satisfactory, there 
being signs of a tendency to Obesity or Diabetes, then 

10 
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further enquiry is made as to his Family History with 
regard to these diseases, while the fact of his suffering 
from Hernia, and having lost a near relative from the 
same complaint would prevent his acceptance at ordinary 
rates even if in other respects he was quite a first-class 
life. 

Consumption, — The two Diseases, however, which 
have most weight upon an Examiner in his enquiries 
into a proposer's Family History are undoubtedly those 
of Consumption and Cancer, and hence a few remarks 
as to the relative importance which they occupy in an 
Examiner's decision will not be out of place. As 
regards Consumption or Tuberculosis, it is still an 
undecided point whether this disease is contracted 
through heredity or contagion, the necessary data for 
absolute proof one way or the other being not forth- 
coming. While one eminent physician asserts " that 
Pulmonary Consumption is no longer to be considered 
as an hereditary disease I regard as a somewhat dan- 
gerous doctrine. It is a matter of common knowledge 
that the disease does run in families, and often in 
families widely scattered from each other ; " another 
equally eminent states that cases in which members of 
the same family have succumbed to the same disease 
speak strongly in favour of infection, since the victims 
became infected at much the same date, and children 
of tuberculous parents remain free from the disease if 
removed from the parents. It may be added that it is 
becoming more and more the practice of Offices in 
cases of a Family History of Consumption to pay 
attention to the proposer's environment and the due 
proportion between his height and weight. 

Cancer. — Similar divergence of opinion prevails among 
the Medical Profession as the effect of heredity upon the 
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transmission of Cancer. Dr. Carruthers, a distinguished 
authority on this disease, has remarked that some of his 
statistics show that a Family History of Cancer gave 
a certain immunity against the disease, a result which 
corresponds with the Middlesex Hospital Experience. 
Professor Karl Pearson, too, after a careful investiga- 
tion of 3,000 cases, was forced to conclude that, if 
anything, a slight immunity was conferred on an 
individual by having a Family History of Cancer. 
Another investigation undertaken a few years ago by 
the Actuarial Society of America, and which covered 
200,000 years of exposure, showed that the actual 
deaths were considerably below those expected by the 
QM(6) Table. This last result may, however, have been 
due to the extra care taken by the Directors when 
accepting lives with such a Family History. 

" A.M.P." Gmicer Experience. — On the other hand, the 
Experience of the Australian Mutual Provident Life 
Office, which extended over the period 1849-88, seems 
to indicate that a Family History of Cancer has an 
adverse influence on the longevity of Assured Lives. 
In this Experience the observations were divided into 
three categories — Good, Doubtful, and Bad. The first 
category contained no cases where a Cancer taint was 
disclosed; the second included only those cases in 
which the death of some member of the family was 
ascribed to Tumour, or in which a mother or a sister 
had died from some undefined internal trouble, or in 
which the Cause of Death of any member of the family 
was unknown; while the third was composed entirely 
of cases in which Cancer was acknowledged as the 
Cause of Death of one or more members. The data 
upon which the results were based were possibly 
scarcely extensive enough to draw absolute conclusions 
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from, but the results appear to be sufficiently clear 
with regard to the influence of Family History. They 
are as follows : — 

Category. Percentage ot Deaths from Cancer. 

Males. Females, 

Good 4-1 90 

Doubtful 4-7 14-3 

Bad 6-6 300 

Personal History. — The principal questions put by the 
examiner to the proposer with reference to his Personal 
History relate to (1) his present and past state of health ; 
(2) his having met with any accident and suffered from 
any disease requiring professional assistance, particu- 
larly the following: Giddiness, Faintness, or Pits, 
Blood-spitting or any Affection of the Lungs, Deafness 
or any Discharge from the Ear, Gout, Eheumatism, or 
Disease of the Bones, and Appendicitis; (3) Eesidence 
abroad and its effect upon his Health ; (4) Vaccination ; 
(5) Habits as regards the use of Stimulants. Of the 
various Diseases mentioned in the second group of ques- 
tions two require some further comment, viz.. Discharge 
from the Ear and Appendicitis. As regards the former 
Disease the general medical opinion is as follows : Deaf- 
ness should be rated up in towns, but not in country 
places. If there has been long-standing Otorrhea, which 
is the medical term for this Disease, the fact is most 
important. It is, however, a Disease of early life, com- 
paratively rare in middle age. Suppuration of the Middle 
Ear may give rise to Vertigo, Meningitis, and other 
Diseases, while Chronic Suppuration induces various 
ailments which impair health. Even if the Discharge 
has been cured, it is always liable to break out again.* 

* In a recent work on " Diseases of the Ear," Professor Politzer lays 
down the conditions under which a proposer should be (a) Accepted 
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The importance of a history of Appendicitis mainly 
depends upon the frequency of the attacks and the fact 
of an operation having been performed or otherwise. It 
is a Disease which consists of irritation and inflamma- 
tion of the Appendix, and if it is confined to the mucous 
membrane it probably does no great harm. If, however, 
the in-flammation spreads outwards, passes beyond the 
mucous membrane of the little canal, and eventually 
reaches its enclosing Peritoneum, the condition becomes 
of a more serious character, and can only be cured by a 
successful operation which removes the Appendix, after 
which all danger is at an end and the general health is 
improved. It is believed that two predisposing causes 
of Appendicitis are Bad Teeth and Indigestion. 

Tropical Residence. — The question relating to Resi- 
dence abroad is put with the object of ascertaining 
whether such residence has in any way affected the 
proposer's general health and prospects of longevity. 
If, for example, he has had an attack of Malarial Fever, 
he may be liable to periodic recurrences of the attack 
even when living in this country. The fact, too, that 
he has already travelled in tropical regions suggests the 
possibility of his doing so again, and this would preclude 
him from obtaining a Whole World Policy until after the 
expiration of a specified period. 

Vaccination. — -The subject of Vaccination is regarded 
by Of&ces as one of some importance as a preventive 
or a mitigation of Small Pox, it being usually stipulated 
that the proposer should have undergone the operation 
at least three times, the last occasion being within a 
comparatively recent period. Should it appear, however, 
that he has never been vaccinated, or only in infancy, 

at Ordinary Bates, (b) Bated up, (c) Deferred for a specified period, 
[d) Declined. 
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a condition might be imposed upon him that either 
(1) he should consent to be vaccinated immediately, 
or (2) he should be charged a small Extra Premium 
for the increased risk, or (3) the Policy should be 
declared void in the event of his death from Small Pox. 
Intemperate Habits. — With regard to a proposer's 
habits it need hardly be stated that OfSces are ex- 
tremely cautious about accepting a case where there 
is the slightest suspicion of Intemperance either in the 
past or the present, and various tests are applied by 
the examiner when he has any doubt upon the matter. 
This is especially the case when the proposer has any 
connection, either directly or indirectly, with the Liquor 
Trade, since statistics prove only too clearly that the 
mortality amongst such a class is most unfavourable. 
One of the most important questions asked by the 
examiner with reference to this subject is not only 
the amount and nature of any stimulant taken during 
the day, but whether any is taken between meals, it 
being an undoubted fact that this latter practice is far 
more detrimental to a life than the actual amount con- 
sumed. It may be added that in some few Companies 
there is an Abstainers' Section in which the Premiums 
are lower in amount than those in the General Section, 
and it has been shown, by means of a comparison 
between the Bates of Mortality prevailing in each of 
these Sections, that on the whole the mortality is lighter 
in the former section than in the latter.* As a rule, 



• See Paper by Mr.E. M. Moore on " The Comparative Mortality 
among Assured lives of Abstainers and Non-Abstainers from Alcoholic 
Beverages," read before the Institute of Actuaries in November, 
1903; also one by Sir Thos. Whittaker, M.P., read before the Life 
Assurance Medical Officers' Association in 1904. The following 
extract from Tables given in these Papers shows the comparative 
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however, Offices make no distinction between abstainers 
and non-abstainers provided they are satisfied that the 
latter are, and always have been, strictly moderate and 
temperate. It need hardly be stated that any proposer 
found to be addicted to habitually taking drugs either 
hypodermically or internally would not be accepted on 
any terms. 

Examination of Proposer. — Immediately after the 
various questions as to the proposer's Family and 
Personal History have been answered, a careful exami- 
nation is made of the principal organs and various 
recognised tests applied for satisfactory evidence of 
their condition. At the commencement his Height and 
Weight are measured, and the relation between them 
compared, and inquiry made whether the latter is in- 
creasing, stationary, or diminishing; then his Chest, 
Pulse, and Heart are examined and the results duly 
recorded, the Tongue being also examined for evidence 
as to the state of the Digestive System and the Throat 
for scars indicative of SyphUis. When the proposer 
is a female special inquiry is made to the state of 
the Uterine Functions and the number of Confinements 

mortality (unadjusted) experienced among Abstainers and Non- 
Abstainers at quinquennial groups of ages : — 



Ages. 


Abstainers. 


Non-Abstainers. 


20-24 


•463 


-662 


25-29 


■406 


-579 


30-34 


•408 


-722 


35-39 


•444 


•810 


40-44 


•547 


•957 


45-49 


•749 


1-283 


50-54 


1-049 


1^683 


55-59 


1-673 


2-373 


60-64 


2-565 


3-265 


65-69 


4-260 


5-065 


70-74 


6-199 


7-171 
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undergone. When a male, the examiner generally satis- 
fies himself as to whether or not he has suffered from 
Syphilis ; if this be the case he then ascertains whether 
the Disease has been cured, or whether there is a proba- 
bility of its recurrence. Lastly, a thorough examination 
is made of the Urine, three distinct Tests being applied. 
The first test is to ascertain the Specific Gravity, which 
should not be below 1012 or above 1028, otherwise a 
further examination is necessary. It may be remarked 
that the Specific Gravity is liable to be affected by 
various circumstances such as the state of the weather, 
the nature of the proposer's last meal, the time that has 
elapsed since his last meal, and by the nervousness 
which frequently attacks a man while undergoing the 
ordeal of a medical examination. 

Tests for Albuminuria and Diabetes. — The remaining 
Tests, which are applied to the Urine, are of a more 
important nature, since their object is to ascertain the 
existence or otherwise of either Albuminuria or Diabetes. 
The first of these diseases is indicated by the presence 
of a certain amount of Albumen in the Urine, the import- 
ance of this amount depending partly upon the fact of its 
being of a permanent and not of a temporary character, 
and partly upon the age of the proposer. If the amount 
is small and the life is under sixty it is usual to require 
a further examination in three months' time. If, how- 
ever, the life is over sixty and otherwise in good health, 
the presence of a small amount of Albumen is of no con- 
sequence. The importance of a correct diagnosis of the 
proposer's condition with regard to Albuminuria is shown 
by the fact that its presence is indicative of, among many 
.other conditions, (1) Nephritis, or Inflammation of one 
or both Kidneys ; (2) Gouty Disease of the Kidney ; or 
(3) Lardapeous Conditjoij of the Kidney. The Test for 
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Diabetes is the presence of Glucose or Grape Sugar in 
the Urine, or, as it is termed in its permanent form, 
Glycosuria. Here, again, there is an element of un- 
certainty in the Test, since the presence of Sugar may be 
accounted for by severe exercise or temporary ill-health, 
and hence a further examination is often necessary at 
the end of three months. Glycosuria is indicative of 
some affection of the Liver, Pancreas, or Nervous 
System, and it may also exercise a detrimental influence 
upon other organs of the body, such as the Lungs, 
Bladder, Skin, Bars, Valves of the Heart, as well as the 
senses of Sight, Smell, and Taste. Acute cases of this 
Disease are almost invariably and speedily fatal. 

Result of Medical Examination. — When the examiner, 
by means of obtaining accurate information from the pro- 
poser with regard to his Family and Personal History, 
of examining his principal organs, and of applying the 
above-mentioned tests to the Urine, has been able to 
form a fairly sound judgment as to the proposer's pros- 
pects of longevity, there now remains for him to give 
due effect to his judgment by stating his opinion as to 
how the proposal should be dealt with by the Directors. 
In this opinion he may either place the life in one of 
three classes, according as he believes it to be a first class, 
second class, or doubtful risk; or, in a case which he con- 
siders should be rated-up, he may add the number of 
years by which the age should be increased, or recom- 
mend the life to be accepted at the Ordinary Eate of 
Premium under a Whole Term Limited Payment Policy 
or an Endowment Assurance for a comparatively short 
term. In stating his opinion he is influenced by the fact 
that there are three distinct kinds of Extra Eisks, viz., 
early, general, and late, and hence he would be quite 
justified in making this la^t recommendation if in hi^ 
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judgment the Extra Eisk was a deferred one. It may 
be mentioned that those Extra Eisks which can be con- 
sidered as being incurred in early life are the following : 
Phthisis, Typhoid and other Fevers, and Underweight, 
while those which can be considered as liable to be 
incurred in later life are Obesity, Gout, Asthma, Dys- 
pepsia, Albuminm-ia, and Cancer. 

Medical Views as to Treatment of Impaired Lives. — 
We may conclude this portion of our subject by 
appending a list of various Diseases which require 
special consideration to be applied in estimating the 
nature of the Extra Eisk incurred, together with the 
views which have been expressed by experienced Medical 
Examiners for Life Offices as to the treatment of cases 
where such Diseases are a recognised factor either in the 
Family History or in the Personal History of the 
proposer : — * 

Natube of Disease. Treatment op Case. 

Albuminuria. If only temporary, take at 

Ordinary Eates. Decline any de- 
cided case under age 50. 

Appendicitis. Decline after two attacks have 

occurred unless a successful opera- 
tion has been performed, when it 
may be taken at Ordinary Eates. 

Cancer. Slight Addition if two members 

of the Family have died of Cancer, 
also if a Female proposer has lost 
her mother from Cancer. 

Consumptive Family If proposer has a robust physical 
History. appearance with weight up to the 

standard, take at Ordinary Eates. 

* The views here expressed are mainly extracted from the Transac- 
tions of the Life Assurance Medical Officers' AssoeiatiQii, 
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Nature of Disease. 
Decayed Teeth. 



Diabetes. 



Ear Disease. 



Emphysema of the 
Lungs . 



Gout. 



Tbeatment of Case. 

Dr. E. B. Hastings, aleadingEast 
London Practitioner, observes : 
" Before long, I think, Insurance 
Companies will raise their Pre- 
miums for people with Decayed 
Teeth, as they are the indirect 
cause of an enormous number of 
deaths and of an appalling amount 
of ill-health." They have already 
been referred to as a predisposing 
cause of Appendicitis. 

Eate up if two Parents have 
died of Diabetes. Decline if 
proposer has suffered from the 
Disease. 

If proposer has undergone a 
successful operation, take at 
Ordinary Eates ; for Chronic Sup- 
puration a heavy Extra should be 
imposed. 

No Extra if proposer is young 
or otherwise healthy and lives in 
the country. Slight Extra if a 
business man and with no evidence 
of Valvular Disease. Decline if 
accompanied by a Cardiac Mur- 
mur. 

Differentiate between different 
classes, but, generally speaking, 
heavy Extra. Decline if per- 
sistent symptoms are present, or 
there is a tendency to degenera- 
tive changes. 
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Nature of Disease. 
Heart Disease. 



Insanity. 



Obesity. 



Pleurisy. 



Pregnancy. 



Eheumatism. 



Tkeatment of Case. 

For Mitral Eegurgitant Disease 
and Pericarditis rate up 5 to 10 
years. Decline if there exists 
Aortic Eegurgitant Disease, 
Angina Pectoris, Mitral Stenosis, 
or Syphilitic Heart Disease. 

Decline, as a rule, all cases 
where Insanity is present. Cases 
of Delusional Insanity and with 
a Family History of Insanity may 
be accepted with an Extra. 

If weight is increasing and 
there is a Family History of 
Obesity, rate up 15 years. Stout 
Jews may, however, be taken on 
more favourable terms than stout 
Christians. 

Owing to the risk of incurring 
Phthisis at a future period, a 
proposer who has had this Disease 
should be heavily rated up. 

Special Treatment according to 
the age of the proposer, the 
nature of previous Confinements, 
and to the fact whether it is a 
first Pregnancy or otherwise. 

Dr. De Havilland Hall has laid 
down the following rules: — "An 
attack of Acute Eheumatism 
suflSciently severe to keep the 
patient in bed two or three weeks, 
and to incapacitate him from his 
occupation for six or seven weeks, 
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Nature op Disease. Treatment ov Case. 

would require the addition of an 
equivalent to seven years at age 
30, and three years must have 
elapsed since the attack. If there 
has been more than one attack, 
the Life would not be assurable 
until at least ten years after the 
last attack. An applicant with a 
Eheumatic History had better not 
be accepted under the age of 25." 
He subsequently added that cases 
with such a history " should only 
be taken for an early Endowment 
Policy." 
Eupture. There are seven conditions for 

the acceptances of a ruptured 
person at Ordinary Bates, viz. : 
(1) Male Sex, (2) Inguinal Form, 
(3) Moderate Size, (4) Wholly 
Eeducible, (5) Well-adjusted Truss, 

(6) Neither difficulty of Eeduc- 
tion nor any Natural Trouble, 

(7) Occupation not laborious nor 
existence of any liability to great 
exertion. Bate up all Female 
Lives and all cases other than 
Inguinal. If Umbilical Hernia 
between ages 55 to 65 (a very 
critical period), decline. 

Syphilis. No case should be accepted 

until after the expiration of six 
months from disappearance of 
symptoms, or until after a proper 
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NatUEE of DlSBASB. TREATMENT OF CASE, 

course of treatment and the lapse 
of six years from date of Infec- 
tion. Decline any case of Tertiary 
Syphilis. Accept at Ordinary 
Bates a proposer with a history 
of Constitutional Syphilis, pro- 
vided the original Disease may 
not have been severe, that he 
shall have undergone a satis- 
factory course of Treatment, and 
a period of Six Years has elapsed 
since the initial lesion, during the 
last two of which no relapses 
have appeared and no Tertiary 
Symptoms at any time. 



CHAPTER XI 
INDUSTRIAL ASSURANCE 

Any account of the principles and practice of Life 
Assurance would be incomplete without some reference 
to what is known as " Industrial Assurance," in other 
words, Life Assurance which has been adapted to the 
needs and requirements of the wage-earning classes. 

Legislation affecting Industrial Assurance. — Under the 
Collecting Societies and Industrial Assurance Com- 
panies Act, 1896, a company transacting this class of 
business is defined as a " person or body of persons, 
whether corporate or unincorporate, granting Assurances 
on any one life for a less sum than twenty pounds, as 
receives contributions or premiums by means of col- 
lectors at a greater distance than ten miles from the 
registered office or principal place of business of the 
society or company and at less periodical intervals than 
two months." It may be mentioned that, in addition to 
the provisions of this Act, Industrial Assurance Com- 
panies are regulated by those of four other Acts, viz. : — 
(1) The Friendly Societies Acts, 1896 and 1908; (2) 
The Children Act, 1908; and (3) The Assurance Com- 
panies Act, 1909. The object of this legislation has been 
of a two-fold character, first, to protect children of tender 
years from any injury which might conceivably result 
from Assurances on their lives being effected in such a 
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way that a profit would be made by their premature 
death; and secondly, to secure that the Companies, 
in which Policies coming under the above definition are 
effected, shall be maintained upon a sound financial 
basis. How far this object has been effected may be 
judged by a brief summary of the principal provisions 
contained in these Acts which concern this particular 
subject. 

Provisions of the Friendly Societies Acts. — Under 
Sections 62 to 67 of the Act of 1896, which are similar 
to those in the Act of 1875 which it repealed, it is 
provided that : (1) The limit of an Assurance on the life 
of a child under five years of age shall be £6, and of 
a child under ten years of age, £10. (2) No payment 
of the Assurance money on the death of a child under 
ten years of age shall be made except to the parent, or 
to the personal representative of the parent, and then 
only on production of a Registrar's Certificate of Death. 
(3) Such Certificate shall be marked with the name of 
the Company for which it is required, and also with the 
amount of the Assurance. (4) No Certificate shall be 
given on the death of a child under five years where the 
Assurance exceeds £6, or on the death of a child under 
ten years where it exceeds £10. (5) The Registrar 
before issuing such Certificate must have proof that the 
cause of death has been duly certified either by a 
Medical Practitioner or by a Coroner. (6) When it 
appears that there is more than one Policy on the 
child's life, the Company before paying the Assurance 
money must first satisfy itself that the total amount 
assured is within the statutory limit. 

Provisions of the Children Act. — Under Section 7 of the 
Children Act, 1908, Pohcies on the lives of nurse children 
under the age of seven are rendered void, and it is made 
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an offence for any person undertaking for reward the 
nursing and maintenance of such infants, apart from 
their parents or having no parents, to assure or attempt 
to assure their Hves, or for any company knowingly to 
issue for the benefit of such person a Policy on the life of 
an infant under this age. 

Insurable Interest. — Until quite recently the question 
of Insurable Interest under an Industrial Policy was 
governed by the stringent provisions of the Act of 1774, 
to which reference has already been made. Under Section 
36 of the Assurance Companies Act, 1909, however, these 
provisions have been considerably relaxed, as will be seen 
from the following summarised extract : " (1) Amongst 
the purposes for which Industrial Assurance Companies 
may issue Policies there shall be included insuring money 
to be paid for the Funeral Expenses of a parent, grand- 
parent, grandchild, brother, or sister. (2) No Policy 
effected before the passing of this Act shall be void by 
reason only that the person effecting the Policy had not , 
at the time the Policy was effected, an insurable interest 
in the life of the person assured, or that the Insurance 
was not one authorised by the Acts relating to Friendly 
Societies, if the Policy was effected by or on account of a 
person who had at the time a bond-fide expectation that 
he would incur expenses in connection with the death or 
funeral of the Assured, and if the Sum Assured is not 
unreasonable for the purpose of covering those expenses, 
and any such Policy shall enure for the benefit of the 
person for whose benefit it was effected." It may be 
mentioned that though it is generally held that this 
Section authorises Assurances by any number of members 
of one family having such a bond-fide expectation, another 
view has been put forward that Assurances of this nature 
are valid only if effected by one person. It should be 

11 
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added that the amount of such expenses is usually limited 
to £15, and that this sum is intended to cover nothing 
beyond the actual necessary expenses in connection with 
the funeral, expenses for mourning being considered to 
be excluded. 

Protection of Young Children. — Besides this legislation, 
the object of which is to exercise some control over 
Industrial Assurance, especially where the welfare of 
young children is concerned, the subject is referred to in 
another Act, viz., the Prevention of Cruelty to Children 
Act, 1904, in which it is provided that if any person, 
who has been convicted of cruelty to a child under the 
age of 16, is proved to be either directly or indirectly 
interested in, or derives any benefit from, the death of 
the child, under a Policy of Life Assurance, then the 
penalty may be increased according to the discretion of 
the Court. 

Rare Occurrence of Malpractices. — Prom the foregoing 
remarks it will be seen that the State has done everything 
in its power to protect the children of the working classes 
from any possible injury to their health or their lives as 
the result of an abuse of the practice, so common among 
these classes, of assuring their children's lives from their 
earliest infancy. Owing, however, to the fact that a 
prevalent idea has arisen in many people's minds that it 
is a matter of frequent occurrence for children to be 
neglected and allowed to die for the sake of the Assurance 
money, more than one enquiry has been made into the 
truth of this belief. In 1854 a Select Committee of the 
House of Commons asserted that " no sufficient grounds 
exist for the general suspicion which seems to have been 
entertained on this subject " ; while in 1894 the Chief 
Begistrar of Friendly Societies in his Eeport for that 
year remarks : " During the 40 years since that date very 
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many million children of the working classes have been 
insured in Burial Societies, or Industrial Assurance 
Companies, and the cases in which malpractices have 
been proved are exceedingly few." 

Valuation Returns by Companies, — The protection of 
Policy-holders in Industrial Companies is simply provided 
for under the Assurance Companies Act, 1909, which 
applies to this branch of Life Assurance precisely the 
same requirements as to Ordinary Life Assurance. These 
include Annual Statements or Eeturns to the Board of 
Trade in which are set out the Eevenue Account and 
Balance Sheet for the past year ; and Quinquennial 
Valuation Eeturns in which are comprised the Con- 
solidated Eevenue Account for the Quinquennium, the 
Summary and Valuation Statement showing the Eeserves 
set aside against each class of Policy at the end of the 
Valuation period, the Number and amount of Policies in 
force, and the Mortality Tables and Eate of Interest 
employed in the Valuation, as well as full particulars of 
the different classes of Policies issued, the general 
principles adopted in the Valuation, Tables of Minimum 
Surrender Values allowed, &c. Where a Company 
transacts both Ordinary and Industrial Business separate 
Statements are required to be furnished throughout in 
respect of each branch, the basis of the division being 
stated. It is further required that every Valuation 
Eeturn shall be signed by an "Actuary," whose qualifi- 
cations are defined in the Statutory Eules made by the 
Board of Trade under the provisions of the Act." 

• These qualifications are : — 

(1) A Fellow of the Institute of Actuaries or of the Faculty of 

Actuaries ; or 

(2) Where application is made by a Company, and where, in 

the opinion of the Board of Trade, special circumstances 
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Principal Features of Industrial Assurance. — With 
these preliminary remarks as to the legal position of 
Industrial Assurance Companies we may pass to a brief 
consideration of the practical aspect of this branch of our 
subject, and give an outline of its principal features. 
We have seen that the definitions of these Companies 
in the Act of 1896 prescribed the limit of frequency of 
the collection of the Premiums as Two Months. Up to 
comparatively recently, however, the universal practice 
was to make weekly collections of the Premiums, the 
Sums Assured being fixed by the amounts which could 
be secured for a penny a week and upwards, which is a 
reversal of the practice in Ordinary Life Assurance. Two 
distinct sets of Tables are in use, one for Juvenile 
Assurance, and one for Adult Assurance. The former 
set of Tables show the Amounts of the Sums Assured 
from £1 10s. upwards that can be secured by the pay- 
ment of a penny a week if the child should die after 
Three Months, after Six Months, after One Year, and so 
on, no payment of the Sum Assured being made should 
the child die within Three Months after the issue of the 
Policy. The latter set show the amounts of the Sums 
Assured from £10 and upwards by a similar payment in 
the event of death after Six Months, Five Years, and Ten 
Years, half the Sum Assured being paid on death after 

exist, an Associate of the Institute of Actuaries or of the 
Faculty of Actuaries ; or 

(3) The Actuary at the date of tualiing these rules to a 

Company under the Assurance Companies Act, 1909, 
having its Head Office within the United Kingdom or 
to any closed Fund of such a Company established in 
consequence of an Amalgamation or Transfer ; or 

(4) Such other person having actuarial knowledge as the 

Board of Trade, on the application of a Company, may 
approve, 
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Three Months and a quarter if under Three Months. No 
Medical Examination is required where the Sum Assured 
is of small amount, the limit varying in different Offices.* 
The proposer has, however, to answer certain questions 
as to health and family history, and these answers are 
confirmed as far as possible by the Agent, upon whose 
judgment and discretion the Company has to rely. "Within 
recent years Monthly Premium Tables have been pub- 
lished by some Companies, for the purpose of supplying 
a want for a class of policy-holder intermediate between 
those in the Ordinary Branch and those who can only 
afford Weekly Premiums. In the event of the death of 
a child a Certificate has to be obtained from the Registrar 
in accordance with the provisions of the Friendly 
Societies Act, the parent has to fill up a form, and 
further certificates are required as to the facts from the 
Agent and from some person who can testify as to the 
identity. It may be added that it is contrary to the 
usual practice to issue Policies on the lives of illegitimate 
children. 

Statistics relating to Industrial Assurance. — It will 
be convenient here to give a few figures illustrating 
the amount of business transacted by these Companies, 
the Annual Premium Income, and the nature of the 
Securities in which the greater portion of the Funds 
are invested. According to the latest published Eeturns, 
it appears that the total amount assured was £292,691,315, 
over 250 millions of which consisted of Whole Term 
business. The total number of Policies in force was 
29,149,924, and the Premium Income £14,127,016. The 

• A list of amounts of Policies, for which no Medical Examination 
is required in the various Industrial Companies, is given by Mr. 
Harold Dougharty in chapter v. of his little book, entitled " Life 
Assurance Simplified." 
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Total Funds stood at £46,399,566, or rather more than 
15 per cent, of the total Sums Assured, and of this sum 
nearly 39 per cent, was invested in Mortgages and Loans 
on Rates, and nearly 25 per cent, in Land and House 
Property. The high percentage of investments in these 
classes of Security as compared with Stock Exchange 
Securities which absorbed 14 millions of the Funds, or 
about 30 per cent., is accounted for by the fact that 
the view is held that Local Investments help to procure 
Local Business, and hence Securities of this character 
are made a speciality of by Industrial Offices. 

Heavy Expenses and High Bate of Secession. — It must 
of course be recognised that the cost of obtaining a benefit 
in an Industrial Office is proportionately much greater 
than in an Ordinary Life Office, the proportion which 
on the average the Expenses of Management (including 
Commission) bear to the Premium in the former being 
over 43 per cent., and in the latter only 14 per cent. 
This diiference is due to the necessarily heavy expenses 
incurred in the collection of small Weekly Premiums, 
and to the investigation and prompt payment of the 
Claims. As a result of this high rate of expenditure the 
Premiums are much more heavily loaded than is 
the case with Premiums in Ordinary Business. Another 
feature in Industrial Business which also places it at a 
disadvantage as compared with Ordinary Business is 
the large number of Lapses, or, as they are termed. 
Secessions, which take place especially during the first 
year of Assurance. " The average Assurant," observes 
Mr. C. H. E. Rea, a leading authority on this subject, 
" alters his mind many times before finally completing and 
maintaining a contract. The agent, too, in his anxiety 
to improve his business, sometimes falls into the error of 
over-solicitation, and in the early Policy Years the Lapse 
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Bate will often vary with the personal equation as 
associated with the agent. ... It has been suggested 
that Industrial Companies were indifferent to lapsing, or 
even encouraged it as a matter of profit to themselves ; 
but the most superficial view of such an argument will 
suffice to show its unsoundness. The serious rate of 
lapsing occurs in the early period of Assurance, when 
the Office Expenses are at their maximum and there 
cannot possibly have accrued anything in the nature of a 
profit to the Companies. This is well recognised by all 
who are responsible for the conduct of Industrial Assur- 
ance, and every influence is brought to bear to prevent 
the discontinuance of any contract ; indeed, the agents 
have to make good their Lapses in account, and their 
remuneration is specially regulated by the solidity of their 
business. In the case of more matured Assurances a 
Policy-holder is in most Industrial Companies entitled 
to a Paid-up Surrender Value Policy, which, taking it 
generally, is equivalent to a present value of about 
30 per cent, of the Premiums that have been paid." * 
The English Life Table No. 3.— In the Valuation of 
Industrial Policies the mortality usually employed is 
that known as the " EngHsh Life Table No. 3 (Males)." 
This Table, which was constructed by the late Dr. Wm . 
Parr, at that time Superintendent of the Statistical 
Department of the General Register Office, Somerset 
House, and published by him, first as a separate volume 
in 1864, and three years later in the 28th Annual 
Report of the Registrar-General, was based upon the 
Census Returns for the year 1841 and 1851, and the 
deaths registered during the period of 17 years from 
1838 to 1854 inclusive. The work was divided into 

* Paper on " Industrial Assurance," read before the Institute of 
Actuaries in 1898. 
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three sections, each of which contained a separate Life 
Table of seven columns. The first section related to 
persons " consisting of such proportions at each age as 
are produced by the births " ; the second section related to 
Males only, and the third to Females only. The last two 
sections were constructed independently of each other, 
while the first was formed by combining the other two. 
The results of these calculations, which comprise 
Monetary Tables showing the values of Annuities on 
Single and Joint Lives for all ages, were claimed by Dr. 
Parr to have been deduced not from the population or 
deaths alone, but from the ratio the one bears to the 
other at different ages. It is a marked feature of the 
" Males " Table that the Bate of Mortality steadily 
diminishes from birth and reaches a minimum at age 13, 
after which it steadily increases for the rest of life. 

Modes of Valuation. — In the application of this Table 
to the Valuation of Industrial Policies it has been found 
that theoretically the high Eate of Secession must be 
taken into consideration, otherwise the results will 
not represent the correct Eeserves to be set aside for 
future contingencies. It does not, however, follow. that 
such a course will in a particular Valuation increase or 
decrease the Eeserves, and hence, in practice, it is 
usual to entirely ignore the Eate of Secession, and jto 
make either a completa or a partial Net Premium 
Valuation by the ordinary method. The following 
particulars extracted from the latest Board of Trade 
Eeturns show the methods adopted by two of the largest 
Industrial Companies, which we will call " A " and " B " 
respectively. 

Practice of two leading Companies. — In Company " A " 
the Net Liability is ascertained by taking the difference 
between the Present Value of the Sums Assured, 
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including the actual and prospective increases, and the 
Present Value of the future Net Premiums, except for 
Whole Life Assurances on lives of ten years of age and 
under, in which cases the Present Value of the Gross 
Premiums, less an arbitrary deduction amounting on 
the average to 44 per cent., is used so as to yield 
a positive Net Liability for every Policy in force. In 
Company " B " the Policies are divided into two 
Periods. In the first Period, which extends over 
three years and under, according to the class of 
Assurance, no Eeserve is made, the Premium paid in 
such cases being considered to be only sufficient to cover 
the Expenses and Current Eisk. In the second Period 
a percentage is deducted from the Premiums, which 
approximately yields the Net Premium at the age on 
entering this Period, and the Valuation is made by 
deducting the Present Value of such approximate 
Premiums from the Present Value of the Sums Assured 
the Value of the Sums Assured of the Policies in the 
first Period being then added to both sides of the 
Account. By this means it is claimed that all Negative 
Values, or Values which bring out particular Policies as 
Assets instead of Liabilities, are eliminated. 

Distribution of Surplus. — Up to quite recently it was 
contrary to the practice of Industrial Companies to 
distribute any Surplus among their Policy-holders. In 
1908, however, the Company " A," referred to above, 
instituted a Profit-sharing Scheme, under which it was 
provided that, after setting aside a fixed dividend for 
Shareholders uf)on the basis of previous years, all 
future Profits should be divided into six parts, of which 
one only should go to the Shareholders, one to the 
Outdoor Staff of the Company, and four to the Policy- 
holders in the Industrial Branch, this last share being 
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allotted by way of Eeversionary Bonus added to the 
Sums Assured on Policies of a certain duration 
becoming Claims during the year. In the Eeport of 
this Company for the year 1910 the Scheme is set out 
in the following terms : " All Policies of over five years' 
duration which become Claims either by death or 
maturity of Endowment from the 3rd of March, 1911, to 
the 7th of March, 1912, both dates inclusive, will 
participate . This Bonus will be paid by way of Addi- 
tion to the Sums Assured of : — ■ 

" £5 per cent, on all Policies becoming Claims upon 

which at least five but less than ten years' 

Premiums have been paid. 
" £10 per cent, on all Policies becoming Claims 

upon which at least ten but less than fifteen 

years' Premiums have been paid. 
" £15 per cent, on all Policies becoming Claims 

upon which at least fifteen but less than twenty 

years' Premiums have been paid. 
"£20 per cent, on all Policies becoming Claims 

upon which at least twenty years' Premiums 

have been paid." 



PART II 

FIRE INSURANCE 

Nature of the Contract. — In the course of our considera- 
tion of the contract of Life Assurance we found that its 
primary elements were (1) that a fixed minimum sum 
was secured which became payable in the event of a 
claim arising under the Policy ; (2) that the Premium 
charged for the risk incurred by the Company was, as 
a rule, payable throughout the continuance of such risk ; 
and (3) that the risk once accepted could not be can- 
celled by the Company, except on the ground of fraud, 
so long as the Policy was kept in force by payment of 
the Premium and the Conditions of the Assurance were 
duly observed. In Fire Insurance, on the other hand, 
the conditions of the contract are altogether different, 
since, (1) the contract being in the nature of an In- 
demnity, the amount mentioned in the Policy as that 
covered by the Insurance only becomes payable in the 
case of a total loss ; (2) the Premium is payable for a 
year only, after the expiration of which period it can 
only be renewed with the approval of the Company ; and 
(3) the Policy can be cancelled by the Company on any 
Eenewal Date should it consider the risk to be. an unde- 
sirable one. 
Definition of Fire In8uranee.:r-No better definition can 
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be given of the contract of Fire Insurance than the one 
set out by the late Mr. C. J. Bunyon in his well-known 
work, " The Law of Fire Insurance," where it is laid 
down that " Fire Insurance is a contract whereby one 
party for valuable consideration undertakes, subject to 
certain conditions embodied in the contract, to pay or 
make good to the other party any loss or injury by Fire 
which may happen during a particular period to speci- 
fied property to an amount not exceeding the sum 
or sums set opposite thereto respectively, and not 
exceeding in the whole the sum of £ ." It may 
here be useful to explain that for the purpose of In- 
surance the term " Damage by Fire " includes damage 
by Lightning, and by any Explosion caused either by 
Coal Gas or by a Domestic Boiler. It does not, how- 
ever, include damage caused by Fire-heat or Smoke, 
unless the effect of actual ignition, or damage by fire 
occasioned by Earthquakes, Hurricanes, Invasion, or 
Eiot. The ' ' specified property ' ' referred to in this 
definition includes the ordinary Household Goods, 
Linen, Wearing Apparel, Books, Plate, Wines, China, 
Glass, and Earthenware. In the case of Works of art or 
curiosity, however, it ia usual to limit the amount of the 
Insurance on any single article to five per cent, of the 
total amount insured, unless such article is separately 
specified. The term does not include Coins, Medals, 
Hand-made Lace, and Tapestries, unless specially 
mentioned in the Policy, nor does it include such 
items as Deeds, Bonds, Bills of Exchange, Promis- 
sory Notes, Cheques, Money, Stamps, Manuscripts, or 
any similar Document, these items being regarded as 
uninsurable. 

Good Faith Essential. — In one important respect the 
contracts of Fire and Life Insurance are alike. Both 
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require that the party applying for the Insurance should 
act in good faith and that he should make a full dis- 
closure of the material facts. In the contract of Fire 
Insurance this condition moans that in the case of a 
DweUing House and its contents, a full description 
should be given of the situation and construction of the 
house, and of the estimated Market Value of its various 
contents; and in the case of Business Premises, Shops, 
or Warehouses, of the construction of the Building, its 
relation to or connection with neighbouring buildings, 
the nature of the trade or business conducted in the 
building, and particulars of the Stock-in-Trade, Utensils, 
Machinery, Fixtures, and Fittings in or about the 
building. In the latter case the proposer is further 
required to state how long he has carried on his present 
business on the premises, whether he has carried on the 
same business on any other premises, whether he has 
ever had a fire, in what Office the property has been 
previously insured and the amount of such Insurance, 
and whether he has ever been declined, or his Insurance 
has been cancelled, by any Office. 

The Moral Hazard. — Before considering a proposal for 
Fire Insurance the Company satisfies itself (1) that the 
proposer is a respectable person whose statements may 
be depended upon, and is known to and introduced by 
one of their clients or agents, and (2) that the risk is one 
which is suitable to the Office according to the particular 
class to which it belongs. When the risk is a small one 
and upon either a Private Dwelling House or its con- 
tents, the statements in the proposal form are usually 
accepted without further enquiry. In larger risks and 
in all cases of Shops, Business Premises, and Factories, 
however, the Company sends one of its surveyors to 
inspect the building and its contents, and, upon receiving 
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a satisfactory report from him as to the risk, issues a 
note of its acceptance. 

Tariffs and the Fire Offices' Committee. — It may be 
here stated that the great bulk of Fire Insurance in 
this country is transacted by what are termed " Tariff" 
Offices, that is. Offices which belong to the Fire 
Offices' Committee, and conduct their business in 
accordance with its rules.* One of the chief objects 
of this Committee is to secure adequate rates of 
Premium for the various risks insured against, and 
also to secure the equitable graduation of such rates 
in particular cases with a view to avoiding injustice. 
The work of the Committee is of a very wide and varied 
character. It collects statistics of aggregate experience 
in special risks ; it frames and revises Tarififs of rates ; 
it draws up lists of "Warehouses requiring special rates ; 
it supervises the work of such bodies as the London 
Wharf and Warehouse Committee, the London Salvage 
Corps, the Liverpool Salvage Corps, and the Glasgow 
Bate and Salvage Association ; it investigates new or 
altered processes of Manufacture or Lighting and Heat- 
ing Power, of Fire Extinction, and of the Construction 
of Buildings ; it draws up forms of Policies and Con- 
ditions ; it inquires into alleged breaches of the Tariff ; 
and it examines all Public Measures relating to Fire 

* A writer in a recent number of the Post Magazine observes : 
" As regards number the Tariff and non- Tariff Companies (excluding 
from the latter those of only local or otherwise slight interest) are 
about equal ; but the whole Premium Income of the non-Tariff 
Offices together only approximates to that of single Tariff Offices of 
moderate size, and is greatly exceeded by the four largest Companies. 
As a matter of fact, competition is now most keen inside the Tariff 
circle, and here there is at present very little to mitigate it. . . . The 
Companies write more business and carry heavier risks, yet Premium 
Incomes seem to remain obstinately stationary or to increase by 
merely imperceptible degrees." 
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Insurance, and is in constant communication with 
Public Bodies in connection with the business. With 
the exception of the Chairman, who is always uncon- 
nected with any Fire Office and is usually a barrister 
of high standing, the members of the Committee are all 
leading officials of well-known Fire Offices. Although 
the Committee deal exclusively with risks in the United 
Kingdom, there is also a Foreign Offices' Committee 
under the same management, which controls those 
Foreign and Colonial localities in which the business 
is chiefly in the hands of British Offices. 

Classification of Risks. — Of the various risks accepted 
by Fire Offices the least hazardous may be described as 
" Buildings covered with Slates, Tiles, or Metals, and 
built on all sides with Brick or Stone, or separated by 
party-walls of Brick or Stone which are carried through 
the Eoof, and used for Eesidence only or for non- 
hazardous purposes." For such a risk the usual rate is 
Is. 6d. per cent, and for the Goods which it contains 2s. 
per cent., a minimum Premium of from 2s. to 2s. 6d. 
being charged. Of a more hazardous nature are risks on 
Buildings of Timber or Plaster, or not separated by 
partition walls of Brick or Stone, or not covered with 
Slates, Tiles, or Metals ; and also on Thatched Barns and 
Outhouses having no chimney, or adjoining to any 
building having a chimney. The rates for this kind of 
risk vary from 2s. 6d. to 3s. 6d. per cent. What are 
known as " Doubly Hazardous Eisks " include Thatched 
Buildings having chimneys, or communicating or adjoin- 
ing to Buildings having one, the rates varying from ds. 6d. 
to 5s. per cent. Special Eisks at still higher rates 
include Buildings and their Contents where particularly 
hazardous Trades are carried on, such as those of 
Workers in Wood, Dealers in Mineral Oils, large Drapers, 
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and certain classes of Mills and Warehouses and Places 
of Amusement, the rates in this last class being some- 
times as high as 31s. 6d. per cent. For Dead Farming 
Stock and Agricultural Produce and Implements the 
usual rate is 7s. 6d. per cent, and for Live Stock 3s. 
per cent. 

Insurances on Shops. — Shops for the purpose of Fire 
Insurance Bates are divided into four classes : (1) Any 
Eetail Shop not otherwise specially provided for ; (2) 
Grocers, Ironmongers, Lamp Dealers, Chemists and 
Druggists, and similar Trades ; (3) Furniture Dealers, 
Haberdashers, Drapers, Upholsterers, and similar Trades ; 
(4) Oil and Colour Men and Ship Chandlers. In the last 
three classes, vyhen the number of Assistants exceeds 
twenty, additional rates are charged in proportion to the 
number. When the number exceeds 400 a special clause 
is inserted in the Policy stating the limit of such number 
under the risk. 

The rates of Premium are also increased when it is 
found that the Lighting and Heating Appliances are of 
an unsatisfactory character, whether as regards their 
nature or their position in the building. On the other 
hand, liberal allowances off the Tariff Bates, or " Dis- 
counts " as they are termed, are generally made in cases 
where (1) the Buildings are either wholly or partially Fire- 
proof ; (2) there is an efficient system of Fire Alarms in 
various parts of the building ; or (3) there has been 
installed an adequate supply of Automatic Sprinklers or 
other recognised forms of Fire Extinction Apparatus. 

Commencement of the Eisk. — As is the case in Life 
Assurance, the risk incurred by the Company commences 
immediately it receives payment of the first Premium. 
Unlike Life Assurance, however, this Premium is not, as 
a rule, the Annual Premium, but the Premium for One 



Year from the next Quarter Day with an addition of 
the proportionate amount from the date of payment up' 
to that dapy. This course iS' necessitated by the fact that 
it is the universal custom' among Fire Of&ces for the 
Eenewal Premiums to become payable on one of the four 
Quarter Days — in England and Ireland, Lady Day, 
(March 25-), Midsummer Day (June 24), Michaelmias Day 
(September 29), and Cbristmas Day (Decem'ber 25) ;• and 
in Scotland, Candlemas (February 2), Whit Sunday (May 
30), Lamm-as (August 1), and Martinmas (November 11), 
After each of these Quarter Days a period of fifteen days, 
called " Days of Grace,'' is acllawed for payment of the 
Eenewal Premiums, this period expiring at 4 p.m. om 
the fifteenth day, after which the Policy is void, although 
it may be revived within a reasonable time after such 
expiry. In the event of a fire taking place on the insured 
premises during the Days of Grace, the Premium not 
having been paid, the claim is still valid provided the 
overdue Premium be paid before the end of the period. 
Policies may also be effected by single payments for 
short or long periods, thus for an Insurance for one month 
only the Premium charged is one-fifth of the Annual 
Premiums for one for six months only, seven-tenths 
of such Premium, and for one for nine months only, 
85 per cent, of such Premium, the full Annual Premium 
being charged for Insurances extending over a period 
of from nine months to a year.* In the case of Long 
Period Insurances effected by a single payment, a Dis- 
count is allowed ranging from 5 per cent, of a year's 
Premium for an Insurance for a term of Two Years to 
100 per cent, for an Insurance for one of Seven Years. 
In other words, an Insurance for the latter term can 

* Up to December, 1910, when the rates were revised, the pro- 
portions of the Annual Premium were somewhat higher. 

12 
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be effected by means of a single payment of Six Ye&rs' 
Premiums. 

lioating ^olidieS. — Among special forms of Fire Insu*- 
■ance three may be particularly mentioned, viz., those (A 
■' ' Floating Policies " or " Floaters, " " Blanket Policies,' ' and 
"Valued Policies." The first-mentioned f^rm of Insurance 
Is found to be a convenient one to effect when, as in goods 
^ored iit different docks or warehouses, the quantities 'df 
%hich Atcttiate ■from day to day through sales, removals, 
'Or ooHsu'nbfftidii', it is desired that the risks should be all 
'included in one amount. The main advantage of such 
'an In^uratice lies in the fact that the goods thus pro- 
^tectfed do not require the vigilance or constant revision 
'on thfe part of the Insured on their being transferred 
fcom place to place in the course of business. PoUcies 
of this description differ from specific Insiu:ances, and aU 
Floating Policies constitute Average Insurances.* 

Blanket Policies. — "Blanket " or "Compound" Policies 
are effected in order to cover Insurances upon different 
kinds of Property, such as Buildings, Machinery, and 
Stock-in-Trade, as a whole, without a distribution of the 
amount over each separate item being made. 

Valued Policies, — "Valued Policies " are a form of In- 
surance more frequently employed in America than in this 
country, being usually applied in the case of works of 
art, upon which a specified value is placed in the Policy, 
such value being paid in the event of a claim arising, 
whether the article thus insured was in fact above or 
below that value on the date of its destruction. 

Re-insurance of Risks. — It is the universal practice of 

Companies, when offered a risk for a larger amount than, 

having regard to the law of average, can safely be entirely 

undertaken by a single Company, to effect or " give off " 

* For an illustration of this form of Insurance see p. 169. 
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a Re-insurance of a part of the amount of the risk with 
some other Company. Such a course possesses obvious 
advantages both to the Company and the Insured. The 
former is thus enabled to retain its full connection and 
to spread its losses over a larger area. It also receives 
from the " Guaranteeing " Company a corresponding 
amount of its Ee-insurances in exchange. Owing, too, to 
the custom of full particulars of the risk being furnished 
to the Guaranteeing Company, the general effect of the 
system is to spread a wider knowledge of both rates and 
methods, and to promote the interchange of views and 
experience among different Of&ces. To the Insured it 
saves trouble, since he has to deal with a single Company 
instead of with a number of Companies — a circumstance 
which is especially to his advantage in the event of a 
claim arising. 

Process of Obtaining a Guarantee from another Com- 
pany. — The process adopted by a Company when it 
desires to obtain a Guarantee from another Company 
is briefly as follows : It first sends the Guaranteeing 
Company a slip containing full particulars of the pro- 
posed risk, including, if necessary, a plan and report 
of the building. The Guaranteeing Company then, if 
satisfied with the risk, issues a provisional acceptance, 
upon receipt of which the Ee-insuring Company sends 
the Guaranteeing Company a "Bequest Note." The 
Guaranteeing Company then issues the formal accept- 
ance of the risk, which is termed a "Take Note," the 
amount of the Guarantee being generally influenced by, 
and restricted to, the amount of the net retention of the 
Ee-insuring Company. The next step is for the latter 
Company to send the former a copy or abstract of 
the Policy which it has issued to the Insured, in ex- 
change for which and the proportionate amount of the 
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first Premium the Guaranteeing Company issues its 
Guarantee, and thus places itself on the risk. The 
Guarantee runs from year to year, unless notice to 
the contrary be given by the Guaranteeing Company 
at least thirty days before the date of renewal. As re- 
gards " Sub-guarantees," it is the rule that these shall not 
be granted without the consent in writing of the Com- 
pany granting the original Insurance having been pre- 
viously obtained. Another important rule applies in a 
case where there exists a Lien or Co-interest in the in- 
sured property — in other words, a right to hold another 
person's property in satisfaction of a claim. This rule 
runs as follows : " Of&ces may agree among themselves 
that the Guarantee shall follow the primary interest 
without regard to the declaration of Liens."* 

Terms and Conditions of the Policy. — An ordinary Eire 
Insurance Policy, which bears a stamp of one penny 
whatever may be the amount insured, sets forth the 
name and address of the Insured, together with the 
nature of his interest in the Property covered, which 
is specified as concisely as possible. If such property is 
a building other than a Private Dwelling House, particu- 
lars as to its height, tenure, purposes for which it is 
used, modes of Ughting and heating employed, and 
various other details connected with the risk, are also 
set forth. The principal Conditions attaching to the 
Policy relate to such matters as the liability of the 
Company in the case of removal of goods, transfer of 
interest, and fraudulent claims ; the periods within which 
notice and particulars of a claim should be given to 

* The relations between the Ee-insuring and Guaranteeing Com- 
panies in connection with various Risks are very fully discussed in a 
Paper read by Mr. H. S. Moore before the Insurance Institute of 
Ireland, in March, 1910. 
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the Company ; the classes of Property not covered under 
the Policy ; and include what are known as " Ee-instate- 
ment," " Arbitration," and " Subrogation " Conditions. 
As regards the Condition relating to Transfer of Interest, 
it may be mentioned that Companies invariably consider 
the Contract to be a personal one between themselves 
and their insured, and, owing to the importance of the 
" Moral Hazard " in the risk, they will only accept a 
transfer of the Insurance to a third party provided they 
are satisfied of the bond-fide nature of the trans- 
action, and that the transferee is a desirable connec- 
tion. It may be added that all changes in the value 
of the risk, whether by removal of goods, alterations 
and additions to any apparatus for heating or lighting, 
or transfer of interest, are recorded on the Policy by 
means of an Endorsement. Should, however, the 
change in the risk take the form of a permanent in- 
crease in value, a new Policy is invariably issued and 
the old one cancelled. 

The Re-instatement fluestion. — The Condition, under 
which Companies claim to exercise the option of re- 
instating the damaged property instead of making a 
pecuniary payment equivalent to the estimated loss, 
had its origin in an Act of Parliament passed in 1763, 
and amended by two subsequent Acts, which empowered 
Companies to reinstate buildings destroyed by fire, in 
order " to deter and hinder ill-minded persons from 
wilfully setting their houses on fire with a view of 
gaining for themselves the Insurance Money." Although, 
however, this legislation only apphes to Buildings, it is 
customary for Companies to extend the provision to all 
classes of risk. It may be noted that under these Statutes 
the Assured are ako given the power to compel a Com- 
pany to re-instate a building insured against Kre, but not 
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damaged goods. It should be added that the Companies 
very rarely exercise their rights under this Condition, 
owing partly to various practical difficulties and partly 
to the probable dissatisfaction which such a course would 
give to the Insured. " In electing to re-instate,'' observes 
Mr. C. B . Noverre, " the Kre Office is entitled to make 
use of standing materials, but it becomes responsible for 
the miscalculations and bad workmanship of those whom 
it employs. The action of the fire may not be wholly 
apparent at the time of making the estimate of the 
damage, for it may subsequently be found that the 
old walls have bulged through the weight of the new 
work, or that the old supports can no longer bear 
the strain the new conditions impose, and for this 
the Office may be held liable. In assessing the loss on a 
building where the walls survive a fire, and where a money 
payment is desired for the purpose of re-erecting another 
in a fresh spot under more favourable conditions — such 
as for a better aspect, light, atmosphere, or drainage — 
the Fire Office would be in order in paying only such 
a sum as would cover its re-instatement on its old site, 
after deducting the value of that portion of the old build- 
ing which is left sound and practicable." * 

Arbitration Condition. — The Arbitration Condition 
in a Policy generally runs in the following terms : 
" In the event of any difference arising out of this 
Policy, such difference shall be referred to two Arbi- 
trators, or, if the parties so agree, to a single Arbitrator. 
If the reference be to two Arbitrators, they shall be 
appointed one by either party, and such Arbitrators 
shall, before entering upon the Eeference, elect an 
Umpire to decide between them in the event of disagree- 

* Article on "Fire Insurance" in Walford's Insurance Guide and 
Hand-book (4th Edition). 
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ment. In all respects the submission to arbitration shall 
be under the Arbitration Act, 1889, the Arbitration 
(Scotland) Act, 1894, or any other Act which may for 
the time being be in force and apply to the particular 
case in which such difference shall have arisen, and the 
obtaining of the Award of such Arbitrator, Arbitrators, 
or Umpire, as the case may be, shall be a condition 
precedent to the commencement of legal proceedings 
in respect of any Claim under this Policy." 

It may be pointed out that there are two distinct 
advantages in favour of the Insured in a Condition of 
this kind, one being that it saves him the expense of a 
lawsuit, and the other that it secures that the award 
shall be made by an expert. Each party has, as a rule, 
to pay his own costs of the Eeference and half that of the 
award and incidental fees. Except in special circum- 
stances the award when once made is final, there being 
no right of appeal. 

Subrogation Condition. — The Subrogation Condition is 
placed on a Policy with the object of enabling the 
Company to take proceedings against third parties, in 
the name of the Insured, for the purpose of obtaining 
damages in consequence of negligence or wilful injury on 
the part of such parties. The Condition is as follows : 
" The Insured and any Claimant under this Policy shall 
at the expense of the Company do and concur in doing, 
and permit to be done, all such acts and things as may 
be necessary or reasonably required by the Company 
for the purpose of enforcing any rights and remedies, 
or of obtaining relief or indemnity from other parties 
to which the Company shall be or would become 
entitled or subrogated upon its paying for or making 
good any loss or damage under this Policy, whether 
such acts and things shall be or become necessary 
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or required before or after his indemnification by the 
Company." 

Average Conditions. — It is the custom in many Fire 
Policies, especially in the case of Commercial and 
Agricultural Eisks, to insert in the body of the Policy 
what is known as the "Average Clause," the object of 
this custom being to provide an equitable basis upon 
which adequate Eates of Premium may be calculated, and 
at the same time to act as a deterrent upon the Insured 
placing a lower value upon the property covered by the 
risk than he is justified in doing. There are three 
different Conditions of Average in use in this country, 
viz. : (1) Pro Batd Average, (2) Second Condition 
of Average, and (3) Special or Three-fourths Condition 
of Average. 

Pro Batd Average. — Under the first of these Con- 
ditions, which is the one most usually inserted in 
Policies, it is provided that whenever the Value 
of the Property Insured is collectively greater 
in amount than the amount of the Insurance, the 
Insured is considered to be his own insurer for the 
difference and to bear a rateable share of the Loss 
accordingly. Thus if, on a claim arising under a 
Policy subject to this Condition, it is found that, while 
the Sum Insured is £1,000, the real value of the Propertj^' 
Insured is £1,500, the Company is only liable to pay 
two-thirds of the Loss, the remaining third falling upon 
the Insured himself, who, it is clear, instead of paying 
the full Premium for £1,500, has been paying only two- 
thirds of this amount. 

Second Condition of Average. — The " Second Con- 
dition" of Average is applicable only to "Floating 
Policies," which by their nature constitute Average 
Insurances. The general effect of a Condition of this 
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kind is of a somewhat complicated nature, and is 
perhaps best illustrated by the following example given 
by Mr. H. S. Bell, a leading authority upon this subject, 
"For the purposes of Average," he remarks, "the value 
covered. by the Policy is the total value of the property 
stated to be covered thereby less the sums Insured 
by more specific Policies thereon. It follows that, if 
one of the Eisks included in the range is fully covered 
by a more specific Policy, there is no liability under the 
Policy of wider range in respect of such Risk, which 
may then be treated as if it were not mentioned in the 
Policies. 



'A on I. £100 no Average 
B on I. and II. £200 subject 
to the two Conditions 



Value I. £200 
„ II. 100 



" B's amount of £200 applies 

to the range of Value ... ... 300 

Less the amount of the 

more specific ... ... ... 100 

£200 

" Therefore, B's amount being a full Insurance, B 
applies £100 to I. and £100 to II. 

" A's amount is £100 on I." 

Mr. Bell adds that this Condition is an entirely 
separate one and should be shown accordingly.* 

Three-fourths Condition of Average. — The " Three- 
fourths " Condition of Average is only applicable to 
Policies covering Agricultural Property, which are 
known as "Farming Stock" PoHcies. This Condition 
provides that, if the amount insured on such property, 
either separately or in one sum, upon the date of a fire 
• * " Average and Contribution in Fire Insurance," chap. -v. 
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is less than three-quarters of the value of the property 
insured, then the Insured is liable to pay his rateable 
share. The reason for this Condition is described by 
Mr. H. Orton-Smith, one of the leading authorities on 
this class of risk, in the following terms : " The 
fluctuation of Values," he observes, "is a special 
feature of Farming Stock Insurance. Many rick-yards 
are cleared out before the commencement of the hay 
harvest, and full to overflowing again after the corn 
harvest has been got in. Then, again, the yield of one 
year is no criterion of the yield of another^ either in 
quantity or price. To meet this fluctuation in a way 
that is equitable both to the Insurance Office and the 
Farmer — so that, on the one hand, the Office shall not 
be defrauded of Premium by under-insurance, nor the 
Parmer mulct in excess of Premium by over- insurance — 
the Special or Three-fourths Condition of Average is 
inserted in the Policy, whereby the Parmer is allowed an 
excess of value {i.e., a margin) of one-third over and 
above the Sum Insured, before the Average applies 
pro raid to the Loss Settlement."* In other words, if 
the amount insured is equal to three-fourths or upwards 
of the value of the Stock at the time of the fire, then 
the Company will pay the full amount of the claim up to 
the Sum Insured ; if, however, the amount insured falls 
short of this three-fourths value, then the Insured is 
liable to pay his rateable share on the whole of the 
difference. + 

• Paper on " Agricultural Fires and the Loss Adjustment," read 
before the Insurance Institute of Northampton and Bedford during 
the Session 1909-10. This Paper can be strongly recommended to 
students desiring further information on this important branch of 
Fire Insurance. 

t Mr. Orton-Smith illustrates the operation of this Condition as 
follows : " Property worth £800 at time of the fire being insured tox 
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Insurable Interest. — In common with Policies of Life 
Assurance those containing a contract for Insurance 
against Fire are subject to the provisions of the 
Gambling Act, 1774, under which it is enacted that 
(1) Policies granted to persons having no " Insurable 
Interest ' therein, and (2) Policies in which the name or 
names of the persons for whose benefit the Insurance is 
effected are not stated, shall be null and void. It is 
further enacted that no greater sum shall be recovered 
or received from the insurer than the amount of such 
interest, with regard to the nature of which it is laid 
down by Bunyon, "that any subsisting right or interest 
in the property to be insured, which will be recognised as 
such in any Court, is an Insurable Interest."* It may 
be added such an interest may be possessed by a Pur- 
chaser, a Pawnbroker, a Mortgagee, or a Bailee having 
temporary possession of a customer's goods, such as a 
Dyer or a Laundryman. 

Insurance of Itent. — It not infrequently happens that 
a person insuring against fire wishes to be covered not 
only in respect of his premises and their contents, but 
also in respect of Eent and of Loss of Profits as the direct 
result of a fire, and accordingly it is the practice of 
Companies to issue Policies providing for these contin- 
gencies. With regard to the position of a person whose 
premises have been destroyed by fire, it may be observed 
that by the law of Scotland he is relieved from payment 
of Eent until the premises have been rebuilt, and hence 
if such a person is resident in that country there is no 
necessity for him to insure against a contingency of this 

£400, only one-half of the loss is recoverable ; whereas had the Sum 
Insured been £600 or more, any loss not exceeding the amount 
insured would be payable in full by the Oifice." 
» " Law of Fire Insurance," chap. ii. 
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kind. By the English Law, however, unless the contrary 
is expressly stated in his agreement, he is still under a 
liability for such payment, the principle being, that, if a 
person of his own free will contracting with another 
accept a liability, he is bound to discharge it, notwith- 
standing inevitable accidents. The tenant has, however, 
a means of reducing his liability for payment of rent, by 
the simple method of giving notice to quit as soon as 
possible after the fire, but such notice can only be given 
under the terms of the agreement. It has also been laid 
down that (1) even if the landlord has entered into an 
agreement to keep the premises insured against fire, the 
tenant will still be liable for rent during the rebuilding 
of the premises after a fire ; and (2) in the absence of 
any stipulation he cannot compel the landlord to apply 
the Insurance Money for the purpose of rebuilding.* 
Hence, the importance of a tenant effecting an Insurance 
on a year's rent as well as on his premises and goods is 
abundantly clear. 

Consequential Loss Insurance. — Insurance against 
Loss of Profits as the result of a fire is known as 
" Consequential Loss " Insurance, a form of Insurance 
which has only developed to any great extent within 
recent years. Such Loss of Profits may be due either 
to the diminution of business or to the increase of 
expenditure involved in carrying on operations under 
adverse conditions. Included in this ordinary ex- 
penditure are a number of " fixed charges," such as 
Eates and Taxes, Salaries and Wages, Interest on 

* It is provided by the Party Wall Act, 1774, that where the pre- 
mises insured are situated within the limits of the London and 
Westminster Bills of Mortality, and are destroyed by fire, any peiscn 
interested has a right to require the Insurance Ccmrany lo sn'j '^'^ 
Insurance Money in rebuilding the premises. 
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Borrowed Capital, Mortgages, &c., Insurance Premiums, 
and Advertisements, these fixed charges being payable 
whether the premises are fit for business purposes or 
not. In addition, however, to the "fixed charges," 
there are many other items of expenditure incidental 
to a fire. Among these items may be mentioned Eent 
of Temporary Premises, Eates and Taxes on such 
Premises, Purchase or Hire of Fittings and Furniture 
for such Premises, Cost of Eemoval, Outlay for sorting and 
classifying Stock after removal, and Increased Outlay 
incurred for the purpose of purchasing goods for customers 
or for manufacturing goods in the Temporary Premises. 

Estimating Loss of Profits. — In order to ascertain the 
amount of Loss represented by the diminution of busi- 
ness, it is necessary for the average Annual Turnover 
before the fire to be first obtained. This can only be 
done by means of a careful examination of the books by 
a professional auditor, who reports to the Company 
what he considers to be the Annual Average Proportion 
that the Net Profits and the Fixed Charges (on the 
amount insured thereon whichever is the less) bear to 
the Turnover obtained in this manner. He then 
ascertains the similar proportion in respect of shortage 
of Turnover for each month following the fire until 
either the expiration of the Term of the period of 
Indemnity specified in the Insurance, varying from three 
months to two years according to the nature of the risk, 
or the return of the normal Monthly Turnover. The 
amount of Insurance paid under the Loss cannot, 
however, exceed the total Sum Insured. For example, 
should there be an Insurance for Consequential Loss in 
respect of the Fixed Charges to the amount of £10,000, 
and should the normal Annual Turnover before the fire 
be certified as £100,000, then, if it be found that for a 
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year after the fire the Turnover was only £60,000, the 
Loss in Turnover is £40,000, and the corresponding 
amount of Insurance payable, which is in the same 
proportion, is accordingly £4,000. In all cases of 
Consequential Loss Insurance the principle of Particular 
Average obtains, and should the amount of the Insurance 
be less than that which ought to have been effected 
under the several terms specified in the Policy, then the 
Insured is held to be his own Insurer for the difference 
and to bear the rateable proportion of the Loss sustained. 

Protective Clause. — Owing to the recent introduction 
of this branch of Fire Insurance business it follows that 
the range of experience of the various risks in connection 
with Consequential Loss is necessarily a limited one, and 
hence the business must be regarded as more specu- 
lative in character than ordinary Fire Insurance. It is 
usual, however, to insert in these Policies a protective 
clause making due allowance for any diminution of 
Profits due to a previous fire, or to strikes, lock-outs, or 
other exceptional circumstances which may affect the 
normal Turnover.* 

Statutory Form of Re veaue Account. — Up to quite recent 
years Fire Insurance Companies, unless registered under 
the Companies Acts, were under no obligation to publish 
their Accounts. By the terms of the Assurance Com- 
panies Act, 1909, however, a statutory form of Eevenue 
Account is provided for all Companies, which in this 
respect are bound to make returns to the Board of 
Trade in the same way as Life Assurance Companies. 
This form of Account is as follows : — 

* This important though Intricate subject is discussed very com- 
pletely in a Pamphlet entitled " Consequential Loss Assessment," by 
Mr. L. V. L. Saunders, which may be obtained at the Oliice of the 
Post Magazine. 
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PART III 

OTHER BRANCHES OF INSURANCE 

The number of different kinds of risks which are covered 
either by ordinary Insurance Companies or by Lloyd's is 
a very extensive one as well as one that increases year by 
year. Hence in the following pages it will be possible to 
describe the principal features of only a very small pro- 
portion of these forms of Insurance, the most important 
of which are those ternied respectively^Marine, Casualty, 
Burglary, Fidelity Guarantee, and Plate Glass Insur- 
ances. 

(I.) Marine Insuba^cb. 

Like the Contract of Pire Insurance, that of Marine 
Insurance is one of Indemnity, while at the same time it 
is based upon the good faith of the contracting parties, 
the concealment of material facts, and misrepresentation 
rendering the contract void. There are also many other 
features which are common to both forms of Insurance, 
such as Warranties, Average Conditions, Insurable 
Interest, and Valued and Floating Policies, although, of 
course, owing to the different circumstances surrounding 
the two forms of Insurance, these features vary consider- 
ably in their similarity. 

Statutory Provisions Against Wagering Contracts, — In 
former times Marine Insurance was frequently of the nature 
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of a mere wagering agreement, against the contraction 
of which the Gambling Act, 1774, already referred to, was 
passed, this Act requiring an Insurable Interest to be 
possessed by any one entering into a contract of this 
nature. Under the provisions of a more recent Act, 
however — viz., the Marine Insurance (Gambling Policies) 
Act, 1909 — the term "Insurable Interest " is more fully 
defined, and its absence in the contract rendered penal. 
This Act provides that (1) if (a) any person effects a con- 
tract of Marine Insurance without any bond-fide interest 
in the ship or subject-matter insured, or (6) any person in 
the employment of the owner of a ship, not being a part 
owner, effects a contract of Marine Insurance, and the 
contract is made " Interest or no Interest," or " without 
further proof of Interest than the Policy itself," or 
"without benefit of Salvage to Insurer," the contract 
shall be deemed a Gambling contract, the penalty for 
which is either six months' imprisonment or a fine of 
£100, the money received under the contract being for- 
feited ; (2) any broker through whom such a contract has 
been effected shall be liable to like penalties if at the time 
he knew it to be a gambling transaction. It may be 
observed, however, that these provisions do not prevent 
dishonest owners from having an interest in the loss of 
their boats. 

ITatore of the Contract. — It has been stated above 
that a contract of Marine Insurance is, like one of Fire 
Insurance, a contract of indemnity. There is, however, 
this difference between the two. In Fire Insurance the 
amount to be made good is limited to the actual loss 
sustained, but in Marine Insurance the amount is 
ordinarily agreed upon in advance, and this amount 
invariably not only covers the full market price of the 
goods at the port of shipment and the cost of shipping 

13 
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and insuring the goods, but also the profit on the goods 
to be reahsed by re- sale at their destination. 

Voyage and Time Policies. — There are two distinct 
kinds of Marine Policies, viz., Voyage Policies and Time 
Policies. In the former the risk covered by the Insurance 
extends only to a particular voyage, while in the latter 
the risk runs from noon one day to noon on a subsequent 
day (Greenwich time), the period covered, however, being 
limited to One Year. In a Voyage Policy there are two 
" Implied Warranties." By the first, if the Insurance is 
on the vessel's hull, the vessel is warranted seaworthy at 
the commencement of the voyage for the purpose of the 
particular adventure ; if the Insurance is on goods, in 
addition to being seaworthy the vessel is warranted to be 
reasonably fit to carry the goods to their destination. 
The term " seaworthiness," it may be noted, is a very 
comprehensive one and includes such qualifications as 
fitness to encounter the ordinary perils of the voyage, a 
sufficient coal supply, efficient officers and crew, and a 
proper storage of the cargo without the vessel being over- 
loaded. If the voyage is divided into separate stages, then 
a distinct warranty is required for each stage. Coal sea- 
worthiness extends to the first coaling port, and thence 
from coaling port to coaling port. In a Time Policy, on 
the other hand, there is no Implied Warranty, but should 
the vessel be lost in consequence of being unseaworthy 
the insured forfeits his right of recovery. By the terms 
of the second Warranty the Insurance is declared to be 
invalid if the adventure is of an illegal character. The 
Stamp Duty for Voyage Policies is at the rate of Id. 
for every £100 insured, and for Time Policies for a 
period not exceeding six months 3d. for every £100 
insured, and for a longer period 6d. If, however, the 
Premium does not exceed 2s. 6d. per cent, of the 
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Insurance the Stamp Duty is only Id., whatever may 
be the amount or the duration of the voyage. 

Valued and Unvalued Policies.— In a Valued PoUcy the 
value of the subject-matter of the Insurance, whether 
vessel or goods, must be specified at the time when the 
Insurance is effected, the onus of proof that such value 
was excessive falling upon the underwriters. In an 
Unvalued Policy, on the other hand, when the value is 
merely an estimate, the proof of the value stated in the 
Policy lies upon the insured. This latter form of Policy 
is, however, in spite of this drawback, the most popular 
form of Insurance. A "Floating" or "Open" Policy 
contains no mention of any particular vessel, but merely 
extends the risk to shipments by any steamer or 
steamers, or ship or ships for certain voyages or 
trades. Prom time to time, however, the names of the 
vessels and full details of the goods included in the risk 
are subsequently declared by the Insured, endorsements, 
which are known as " Declarations," being placed 
on the Policy and initialled by the underwriter as 
approved. 

Eisk on "Hull" and" Qoods." — It may be added that the 
risk on the hull of a vessel extends till after the expiration 
of 24 hours after the port of destination has been reached, 
and on goods till they are safely landed either directly 
from the vessel to the quay, or by means of lighters or 
similar craft. The term "hull" for the purposes of 
Insurance includes machinery, coals, stores, provisions, 
outfit, and advances to crew, &c. The value of the goods 
insured is made up of such items as the cost price, freight, 
and all other charges, and the anticipated profit on the 
goods. To the values thus arrived at must be added 
the Premium for the Insurance. 
Perils of the Sea. — The term " Perils of the Sea," 
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against which an Insurance of this kind is effected, is 
limited to casualties in connection with the sea and not 
due solely to the action of the wind and the waves. It 
includes such perils as Fire, Pirates and Thieves (but 
not pilfering), Jettison (throwing overboard cargo, &c., 
to lighten the vessel), and Barratry (wrongful act 
amounting to criminal negligence on the part of 
the officers or crew of the vessel to the prejudice of 
the owner). 

General and Particular Average. — The term " Average" 
in connection with Marine Insurance signifies a loss which 
is less than total and which is the result of a peril insured 
against. 

The Marine Insurance Act says that " any extra- 
ordinary sacrifice or expenditure voluntarily and reason- 
ably made or incurred in time of peril for the purpose 
of preserving the property imperilled in the common 
adventure," constitutes a " General Average Act," and 
that " a loss caused by or directly consequential on 
a General Average Act " is one in respect of which " the 
party on whom it falls is entitled, subject to the con- 
ditions imposed by maritime law, to a rateable con- 
tribution from the other parties interested, and such 
contribution is called a general average contribution." 
It must be noted that, in order to give rise to general 
average contribution, the loss must be (1) voluntary, 
(2) reasonably made, (3) extraordinary in its nature, 
(4) have for its object nothing other, or less than, the 
common safety of ship and cargo, not for the safety 
of the ship alone, or of the cargo alone, and not merely 
for the completion of the adventure, (5) the direct result, 
or reasonably the consequence, of a General Average 
Act. Thus, if a vessel carrying a miscellaneous cargo 
encounters a gale of such violence that the safety of the 
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vessel (and thus, also, the cargo and freight to be earned 
by carrying the cargo) is seriously jeopardised, and the 
master prudently decides to act extraordinarily and 
jettison part of the cargo to give the vessel a chance 
of weathering the gale, a General Average Act which 
effects his purpose of saving the ship, the owner (or 
owners) of the goods jettisoned, and the person (or 
persons) who would have received the freight had the 
jettisoned goods been carried to their destination, are 
entitled to a rateable contribution from the owners 
of the ship and the owners of the unjettisoned goods in 
order to make good the loss occasioned by the jettison. 
It should be borne in mind that the owners of the jetti- 
soned goods and the losers of freight occasioned by the 
jettison themselves contribute to General Average, so that, 
in the end, all parties interested in the adventure 
share equitably in the loss occasioned by the General 
Average Act. 

Particular Average, according to the Marine Insur- 
ance Act, " is a partial loss of the subject-matter in- 
sured, caused by a peril insured against, and which 
is not a General Average loss." Mr. P. Templeman, to 
whom we are indebted for the explanation of General 
Average, comments on this section of the Marine Insur- 
ance Act as follows: " A vessel, for example, may meet 
with violent weather, the seas sweeping her decks and 
causing her to strain severely whereby she sustains serious 
damage : the damage thereby occasioned is a Particular 
Average on ship. And, if during the heavy weather sea- 
water gets into the hold and damages the cargo, the 
damage to the cargo is Particular Average on cargo. 
Farther, if the cargo were, for example, sugar, and the 
sea-water had caused one-fourth of it to dissolve, that 
would involve a loss to the shipowner of one-fourth 
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of the freight payable to him on delivery of the sugar 
at destination — a Particular Average on freight. . . . 
The damage, as already mentioned, must be accidentally 
and fortuitously caused by a peril insured against, and 
it concerns solely the person interested in the subject- 
matter of the insurance and his underwriter. This should 
be well remembered, as it is the distinguishing feature 
between Particular Average and General Average.'' 
Students desirous of understanding the methods of 
computing the extent of the losses to be made good 
by the underwriter, in respect of Particular Average 
on ship, or cargo, or freight, are recommended to pro- 
cure Mr. Templeman's book, "Marine Insurance: Its 
Principles and Practice." 

When a Policy is stated to be warranted " Free from 
Particular Average " all claims in respect of Partial Loss 
or Damage are entirely excluded from the contract unless 
the vessel is stranded, sunk, or burnt. 

Practical Illustration of General Average. — The follow- 
ing illustration of the adjustment of a claim for " General 
Average " is given by Mr. P. Templeman : " Suppose 
£2,000 worth of Cargo had been jettisoned and the 
Vessel and the remaining Cargo arrived undamaged at 
the port of destination, the arrived value of the Vessel 
being £10,000 and of the Cargo £8,000, then the con- 
tributaries to the sacrifice of the cargo, £2,000, would be 
as follows : — 



Vessel valued at £10,000 

Arrived Cargo 8,000 

Sacrificed Cargo 2,000 



Total £20,000 
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Over which the £2,000 would be proportionately 
apportioned thus : — 

Vessel £1,000 

Arrived Cargo ... ... 800 

Sacrificed Cargo ... ... 200 

Total £2,000 

The owner would only receive £1,800, £200 being 
deducted from the £2,000 representing the value of the 
Sacrificed Goods." * 

Sabrogation. — Marine Insurance Policies, like Fire 
Policies, are subject to the condition of " Subrogation," 
and accordingly upon an underwriter settling a loss he 
becomes entitled to all rights as against third parties 
either for the recovery of a Loss or for obtaining Com- 
pensation and Contributions thereto. If the amount 
recovered is greater than the amount of the Loss he 
is entitled to retain the whole. When any person helps 
to save property at sea, he is entitled to Salvage, the 
amount being settled either amicably by arbitration or 
by an order of the Court of Admiralty. 

York- Antwerp Rules. — In order to avoid divergencies 
in practice between the laws relating to Marine Insur- 
ance in various countries, and also to remove the 
restrictions of British law. Conferences were held in 
York and Antwerp in the years 1864 and 1877 
respectively, with the result that eighteen rules, known 
as the Tork-Antwerp Eules, were drawn up and agreed 
upon by the accredited representatives of the countries 
affected. They were revised at a Conference at 
Liverpool in 1890, and in their revised form usually 

* Lecture by Mr. P. Templeman, delivered before the Insurance 
Institute of Yorkshire in February, 1909. 
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govern the adjustment of General Average and the 
payments made by underwriters.* Up to the year 1906 
the Law relating to Marine Insurance rested almost 
entirely upon Common Law, only a few isolated points 
having been dealt with by Statute. In this year, 
however, the " Marine Insurance Act," already referred 
to, was passed with the object of codifying the exist- 
ing law on the subject. In Schedule I. appended to 
this Act is given a statutory form of Voyage Policy, 
which is identical with that issued by Lloyd's for the last 
three centuries, with the exception of two clauses which 
were added in 1779. The Act also contains definitions 
of the various terms used in connection with Marine 
Insurance. It may be added that the Assurance Com- 
panies Act, 1909, does not apply to Marine Insurance, 
which under Section 33 [sub-section 1 (6)] is expressly 
excluded from the operations of the Act, unless the 
Company transacting such business is liable to make 
returns in connection with other branches of Insurance. 

(II.) Casualty Insurance, 

Within the last few years this branch of Insurance 
has developed to a very great extent, chiefly owing to 
recent Legislation which has had the effect of altering 
very considerably the relations between employer and 
employed and of enormously increasing the pecuniary 
liability of the former class to the latter. 

Classes of Casualty Insurance. — Casualty Insurance 
may be divided into three distinct sections, viz. : Per- 

* These rules, as well as the Rules of Practice adopted by the 
Association of Average Adjusters, up to May, 1909, are set out fully 
in the Second Edition of Mr. Templeman's work on "Marine 
Insurance " (Macdonald and Evans), to which previous reference 
has been made. 
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sonal Accident, Workmen's Compensation or Em- 
ployers' Liability, and Third Party Insurance; and, as 
each of these sections presents special features of its 
own, it will be necessary to deal with them separately. 
Under the Act of 1909 Accident Insurance Companies 
are required to return separate statements with regard to 
their Personal Accident and Employers' Liability Busi- 
ness in the forms prescribed by the Act, but no Deposit 
is required by such Companies unless they have 
commenced to transact business after the dates specified 
in the Act, these dates being for Employers' Liability 
Business, August 28, 1907, and for Personal Accident 
Business, December 3, 1909, and even for these new 
Companies the Deposit is only necessary where no 
other branch of Insurance Business is transacted by 
such Companies. 

(a) Pebsonal Accident Insurance. 

The necessity for this class of Insurance was first 
recognised during the early period following the intro- 
duction of the Railway System into this country, the first 
Company to transact this business being formed in 1848 
with the object of insuring to Eailway Travellers com- 
pensation for personal injury or loss of life consequent 
upon accident or negligence in connection with such 
mode of travel. Within a few years after the formation 
of this Company, which existed till quite recently, the 
risk insured against was greatly extended by this and 
other Companies which sprang into existence, and 
covered Accidents due not only to Railway and other 
forms of travel, but to every other cause, by means of a 
" General Accident " Policy. 

Bevelopment of Personal Accident Insurance. — The 
last thirty years, however, have seen the greatest develop- 
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ment of Personal Accident Insurance, a stimulus in this 
direction having arisen through the practice of the 
proprietors of certain Weekly Newspapers, Diaries, and 
other Periodicals of including a Policy of this character 
in their publications. Among the features of this 
development may be mentioned the following: (1) 
Double Benefits for disablement from Eailway, Tramcar, 
and Passenger Lift Accidents ; (2) Loss of Eyesight and 
Limbs included; (3) Allowances for disablement from 
certain specified Diseases, these Diseases being at first 
limited to Typhus, Typhoid, Measles, Small-pox, and 
Scarlet Fever, but afterwards extended to practically 
every Disease causing disablement from active work ; 

(4) IReduced rates of Premiums for Total Abstainers ; 

(5) Pensions for life in case of Permanent Disablement 
from Accident; (6) Payment of Surgeons' Pees for 
Operations necessary for the cure of certain Diseases ; 
(7) Bonuses by way of Eeduction of future Premiums, 
such as a reduction of 10 per cent, after the Policy has 
been in force for five years, and a further 5 per cent, 
after ten years if no claim has been made during the 
second period of five years ; (8) Transfers from other 
Companies allowed without any loss of Bonus being 
sustained. 

Classification of Risks. — It is customary for Com- 
panies to divide their Eisks into three classes, accord- 
ing to the occupation of the Assured. Class I. applies 
only to such occupations as present no special risk 
of accident, these including Actors, Artists, Authors, 
Clergymen, Lawyers, Doctors, Clerks, and Commercial 
Travellers. Class II. applies to occupations which 
involve a certain amount of risk of accident, these 
including Bakers, Builders (Superintending), Farmers, 
Hotel Keepers, and Tailors. Class III. includes such 
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definitely hazardous occupations as Working Builders, 
Carpenters, Painters, &c.. Butchers, Cattle Dealers, 
Engineers, Livery Stable Keepers, and Veterinary 
Surgeons. Members of Volunteer Fire Brigades are 
also insured against all accidents when following their 
duties in this capacity, special rates being charged for 
this risk. Accident Policies are also granted to Ladies 
under certain conditions. If following no occupation, 
Disablement Allowances are not allowed, the Insurance 
being limited to the payment of a sum of money on 
Death arising from Accident. Ladies in business or in 
any way dependent for their livelihood to their own 
exertions, are, however, granted the ordinary benefits of 
Accident Insurance, although Companies generally are 
inclined to discourage this kind of business, owing to 
their unfavourable experience of the risk. It should be 
added that before accepting a Personal Accident Eisk a 
Company satisfies itself that the proposer is in good 
health, is habitually temperate in his habits, is subject 
to no physical defect or infirmity, is under sixty years of 
age, and is resident in the United Kingdom. 

The risk, which is usually limited to death or 
disablement from an accident by land or water when 
travelling in the United Kingdom or on the Continent, 
or while voyaging from one European Port to another, 
is regulated according to the particular Table of Benefits 
selected by the proposer. 

Principal Benefits Granted. — The principal Table is the 
following : — 

A 

Compensation payable in consequence of : — 

(1) Death by Accident. 

(2) Death by Eailway &c. Accident (Double 

Benefits). 
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(3) Permanent Total Disablement through — 
(a) Loss of Two Limbs by Accident. 

{b) Loss of Two Limbs by Eailway &c. Accident 
(Double Benefits). 

(c) Loss of Sight of both Eyes by Accident. 

(d) Loss of Sight of both Byes by Eailway &c. 

Accident (Double Benefits). 

(4) Permanent Partial Disablement through — 
(a) Loss of One Limb by Accident. 

{b) Loss of One Limb by Eailway &c. Accident 
(Double Benefits). 

(c) Loss of Sight of One Bye by Accident. 

(d) Loss of Sight of One Bye by Eailway &c. 

Accident (Double Benefits). 

(5) Permanent General Disablement by Accident. 

(6) Temporary Total Disablement by Accident. 

(7) Temporary Total Disablement by Eailway &c. 

Accident (Double Benefits). 

(8) Temporary Total Disablement by Typhoid, 

Typhus, Scarlet Fever, Diphtheria, Measles, 
or Small-pox. 

(9) Temporary Partial Disablement by Accident. 
(10) Temporary Partial Disablement by Eailway &c. 

Accident (Double Benefits). 

It may be noted that, as regards the Benefits secured 
under this Table, the first four are in the form of a lump 
sum down, the fifth is an Annuity for life payable by 
Half-yearly Instalments, and the remainder are Weekly 
Allowances limited to a period of 26 weeks in any one year. 

Other kinds of Benefits. — Other Tables of Benefits 
include various forms of Compensation either for Acci- 
dents only or for Accidents combined with Temporary 
Total Disablement as the result of one of a number of 
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specified Diseases. The last-mentioned class of Benefits 
allows for the payment of double the amount of 
Compensation for Eailway, Tramcar, and Passenger Lift 
Accidents, as well as for an Annuity for Life in the event 
of the Assured becoming afflicted with either Permanent 
Blindness or Paralysis otherwise than as the result of 
an Accident, and for an extension of the Weekly Allow- 
ances for Temporary Total Disablement to a period of 
52 weeks.* 

Some explanation is needed with regard to the precise 
meaning of the terms describing the various Benefits 
which are set out in an Accident Company's Policies, 
since it is of the highest importance that the inter- 
pretation of such terms should be clearly understood by 
the Assured. 

Definition of Accident. — In the first place, the mean- 
ing of the term " Accident " requires to be defined, 
especially as there have been several instances on 
record where doubts have arisen as to what really con- 
stitutes an "Accident." The Companies themselves 
generally explain the term as meaning " an unforeseen 
and undesigned casualty or mishap operating by violent 
external and visible means," and exclude Suicide, 
Accidents due to (1) any physical defect, or illness, (2) 
Rupture or Medical or Surgical Treatment, (3) the use 
of Drugs or Intoxicants or to Delirium, (4) Duelling, 
Polo Playing, Eacing, or any unlawful Act, (5) War, 
Eiots, or to exposure to any unnecessary danger except 
in the attempt to save human life. 

"Eailway, Tramcar, or Passenger Lift" Accidents 
apply only to Accidents happening to the Train, Tram- 
car, or Lift in which the Assured is travelling. 

• These Tables of Benefits have become very popular since their 
introduction, and are more in demand than those under " Table A.'' 
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Definition of Other Forms of Disablement. — "Per- 
manent Total Disablement'' includes the total and 
irrecoverable loss of the sight of both eyes, or the loss 
by physical separation of both feet above the ankle 
or both hands above the wrist, or of one foot above the 
ankle and one hand above the wrist. 

"Permanent Partial Disablement" has a similar 
meaning to the above, except that the loss of only one 
eye and one limb is necessary to secure the benefit. 

" Temporary Total Disablement '' means total inabiKty 
to attend to business of any kind during a temporary 
period. 

"Temporary Partial Disablement" means partial 
inability to attend to business during a temporary 
period. 

" Permanent General Disablement " applies to the 
result of an Accident that after the expiration of One 
Year from its occurrence totally prevents the Assured 
from attending to business and appears likely to be 
of a permanent nature. 

Terms of the Policy. — It may be mentioned that in 
order to secure the benefits due to either Death or 
Permanent Disablement, such death or disablement must 
take place within Three Calendar Months of the date of 
the Accident. All Accident Policies contain a number of 
Conditions endorsed upon them, these Conditions, how- 
ever, being generally of a very reasonable and necessary 
character. The Stamp Duty on these Policies is One 
Penny, irrespective of the nature or amount of the 
Benefits assured. In the case, however, of Coupons 
issued with Periodicals or Diaries, to which reference 
has already been made, it has been provided under the 
Eevenue Acts of 1891 and 1895, that, owing to the 
impracticability of these Coupons being stamped, an 
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arrangement may be made between the Accident 
Company guaranteeing the Benefits and the Inland 
Eevenue Authorities, under which a Quarterly Account 
shall be rendered to the Authorities, and a Stamp Duty 
paid at the rate of Five per cent, on the Aggregate 
Premiums received. 

Damages in Fatal Accidents. — Under an Act passed in 
1846, generally known as Lord Campbell's Act, it was 
provided that, in the event of a claim for Damages 
in compensation for a Fatal Accident sustained through 
the negligence of a third party, such as a Eailway 
Company, any compensation, which the representatives 
of the injured person might have received from an Insur- 
ance Company as the result of such Accident, should be 
set off and deducted from the amount of Damages 
assessed in respect of the claim. In 1864, however, one 
of the leading Accident Companies obtained a Private 
Act setting aside this provision so far as its own Policies 
were concerned, the effect being that an anomalous state 
of affairs with regard to other Accident Companies was 
created. This position came to a climax in 1905, when, 
in an action brought against a Eailway Company, 
prominent attention was drawn to the unsatisfactory 
state of the law under the Act of 1846. As a result 
of this case the Accident Companies took combined 
action with the object of obtaining such an alteration in 
the law as would make the provisions of the Act of 1864 
applicable to all Companies, and in consequence of such 
action an Act, called " The Fatal Accidents (Damages) 
Act," was passed in 1908 and enacted that " in assessing 
damages in any action, whether commenced before or 
after the passing of this Act, under the Fatal Accidents 
Act, 1846, as amended by any subsequent enactment, 
there shall not be taken into account any sum paid 
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or payable on the death of the deceased under any 
contract of Assurance or Insurance whether made before 
or after the passing of this Act." 

Another Statute which affects this class of business is, 
as already stated, the Assurance Companies Act, 1909, 
under Section 32 of which provision is made with 
regard to the Eeturns to the Board of Trade of State- 
ments and Accounts, to Deposits, and to the keeping 
of separate Accounts. 

(b) Woekmbn's Compensation Insueancb. 

Object of Workmen's Compensation Insurance. — The 

object of this form of Insurance is to indemnify an 
employer from any liability resulting from an accident to 
any of his employees either at Common Law or under 
the various legislative measures which have dealt with 
this subject, such as the Fatal Accidents Act, 1816, the 
Employers' Liability Act, 1880, and the Workmen's 
Compensation Acts, 1897, 1900, and 1906. The last- 
mentioned Act extended the liabihty of employers to 
such a considerable extent as to make an indemnity 
of this kind an absolute necessity for all employers 
of labour, whether in business or in their private 
capacity as masters of a household. Its provisions are 
very numerous and in some cases of doubtful interpreta- 
tion, but the main purpose of the Act was to provide 
compensation to all employees, with a few exceptions, 
earning not more than £250 a year, for Accidents arising 
out of and in the course of their employment.* 

* Under Section 8 of the Act the provisions as to Compensation 
are applied to certain Industrial Diseases, a list of which is given in 
the Third Schedule of the Act, such list having been extended by 
Orders of the Secretary of State in May, 1907, and December, 1908, 
to a, number of other specified Diseases of a similar character. 
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Compensation provided hy the Act of 1906.— (1) In 

the event of Death, three years' wages up to £300 but 
not less than £150, should the injured person leave" 
any one who was totally dependent upon him or her, and 
reasonable expenses of Medical Attendance and Burial 
should be leave no dependants.* 

(2) During Disablement, if the injured person is under 
21 years of age, full wages up to 10s. a week ; if 2.1 
years of age and upwards, one -half wages up to £1 
a week, payable after the first week, and dating back to 
the date of the Accident should the disablement exceed a 
fortnight in duration. Should the Accident result in 
permanent disablement, then such compensation is 
payable for the whole of life, either in the form of 
an Annuity or in a lump sum equivalent thereto. It is 
further provided that in the event of the disablement 
lasting more than a year the injured person may apply 
to the Court for an increase in the amount of compensa- 
tion to an extent not exceeding one-half of the wages 
that he might have been earning at that time if he 
had remained uninjured, such increased wages being, 
however, limited to £1 a week. The Court here re- 
ferred to is the County Court for the district to which the 
injured person belongs, this Court having full power to 
settle all disputes arising out of a claim for compensation 
under the Act, either party, however, having a right of 

* Under the Act "Dependants " are defined as " such members of 
the Workman's Family as were wholly or in part dependent upon the 
earnings of the Workman at the time of his death, or would but for 
the incapacity due to the Accident have been so dependent, and 
where the Workman, being the parent or grandparent of an illegiti- 
mate child, leaves such a child so dependent upon his earnings, or, 
being an illegitimate child, leaves a parent or grandparent so depen- 
dent upon his earnings, shall include such an illegitimate child and 
parent or grandparent respectively." 

14 
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appeal from the County Court to the Court of Appeal 
and afterwards to the House of Lords. 

Classes excluded from its Operation. — Although the 
great bulk of employees are included among the persons 
benefited by the Act, a few classes are specifically ex- 
cluded. Among these classes may be mentioned the 
following : (1) Members of the Police Force. (2) Per- 
sons not employed in manual labour, whose remunera- 
tion exceeds £250 a year. (3) Outworkers. (4) Mem- 
bers of an Employer's Family dwelling in his house. 
(5) Crews of Pishing Vessels remunerated out of the 
Profits from such Vessels. (6) Persons whose employ- 
ment is "of a casual nature," and who are employed 
otherwise than for the purpose of the Employer's Trade 
or Business. The precise meaning of the nature of the 
employment of this last-mentioned class has been a 
matter of considerable doubt and dispute, but is now 
generally held to represent employment which is of an 
irregular and uncertain nature and not the subject of a 
definite contract. It is usually applied to such work 
as that of a Charwoman, Window Cleaner, or Jobbing 
Gardener, who are only employed when required and 
after irregular intervals. 

Tariff Rates of Premium. — In order to make provision 
for adequate rates of Premium to be charged for the 
Insurance of the risks under the Act of 1906, most of 
the Accident Companies, in imitation of the Fire Offices, 
formed themselves into a body, the members of which 
drew up a Tariff of Eates, together with a number of 
Kules and Conditions, and bound themselves to strictly 
observe them. The Tariff thus formed consists of several 
hundred different rates of Premium applicable to nearly 
every known description of employment, the principal 
rates for Domestic Servants being the following : 
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Indoor Domestic Servants ... £0 
Gardeners and Odd Men ... 
Coachmen, Grooms, and 
Stablemen ... ... ... 

Chauffeurs ... ... ... 1 



(The above rates apply to employment in Private 
Houses only ; when the employment is in a Shop or 
Place of Business the rates are increased in proportion 
to the additional risks that may be incurred.) 

The principal rates for Employees in connection with 
Trade Risks are as follows: — 





Per Cent, of 




Wages. 


Clerical Staffs 


3s. Od. 


Commercial Travellers ... 


12s. 6d. 


Hotels (Eesidential) : — 




Indoor Hands 


7s. 6d. 


Outdoor Hands 


20s. Od. 


Shop Assistants 


...from 4s. to 20s. 


(According to nature of 


employment.) 


Drivers, Vanmen, and Cycle 


Eiders ... 15s. Od. 



In certain cases such as Apprentices, Articled Pupils, 
Errand Boys, Waiters and Waitresses, Caretakers, and 
Servants employed in business houses, a minimum rate 
of Wages is assessed, varying from £20 to £75, Com- 
plete Board being assessed at 10s. a week and Partial 
Board at 5s. a week. If it is desired that the Compensa- 
tion should commence from the date of the Accident 
irrespective of the duration of the disablement, an addi' 
tional charge of 7J per cent, is made to the Premium. 

Insurance of Benefits not provided by the Act. — As it 
is' sometimes desired by an Employer of Domestic Ser- 
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vants for the risk of Casual Labour to be also covered 
in connection with his house and garden, the Tariff pro- 
vides for the payment of a minimum Annual Premium 
of 2s. 6d. to cover the risk of all "Employees occa- 
sionally employed," such expression, however, excluding 
any person regularly employed for more than two days 
a week or employed continuously for more than two 
months. Provision is also made to meet the require- 
ments of those Employers who desire to insure for bene- 
fits over and above the amount that represents their 
legal liability, and accordingly in consideration of the 
payment of an additional sum of 2s. 6d. a year per head 
the Employer may have the benefit of one of the two 
following Schemes which apply to all Domestic Servants 
except Chauffeurs. These, however, can be included 
on payment of an additional Annual Premium of Ten 
Shillings for each Chauffeur. 

Sclieme I. — Pull Wages including Board Wages during 
the first Month or any shorter period of Total In- 
capacity for Work (in lieu of Half Wages as provided by 
the Act), and Medical and Surgical Expenses up to 
£5 in respect of any one Accident. 

Scheme II. — Pull Wages including Board Wages (not 
exceeding together £1 a week), during the first Twenty- 
six Weeks or any shorter period of Total Incapacity for 
Work (in lieu of Half Wages as provided by the Act), 
but no Medical or Surgical Expenses. 

Scheme III. — A third Scheme has also been devised 
to cover the risk not only of Accident but of Disable- 
ment by such Diseases as Typhoid, Typhus, or Scarlet 
Fever, Diphtheria, Measles, and Small-pox; and for 
an additional Annual Premium of 3s. 6d. for each 
Indoor Servant and Gardener, of 4s. 6d. for each Coach- 
man and Groom, and 12s. 6d. for each Chauffeur, the fol- 
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lowing benefits can be secured in respect of any one 
Accident or Illness of the above type : — 

Pull Wages including Board Wages during the first 
Month's Total Incapacity for Work, and Medical 
and Surgical Expenses up to £5. 

Subrogation. — It may be noted that in addition to the 
above benefits, whether in respect of Legal Liability only 
or of one of these three Schemes, the Company under- 
takes to defray all legal expenses incident upon the 
settlement of any claim, whether such claim be a bond- 
fide one or not, and for this purpose it is a Condition of 
the Policy that the Company may use the name of 
the Employer in all proceedings in connection with 
a claim, and may enforce any order made for costs as 
against third parties. The Company also reserves 
to itself the right of submitting to Arbitration any 
legal difficulty which may arise in connection with the 
Insurance. 

Doctrine of Average. — It may be also pointed out that, 
as in the case of Eire and Marine Insurance, the Doc- 
trine of Average to some extent applies to Workmen's 
Compensation Insurance, and hence, although there is no 
obligation for an Employer to insure the whole of his 
Employees where they are capable of being divided into 
separate and distinct classes, he must insure all Em- 
ployees belonging to the same category. Thus in a 
Private House an Employer can insure all his Indoor 
Servants or all his Outdoor Servants, or he may secure 
the benefits of one of the special Schemes for one of 
these classes and not for the other ; but he cannot 
insure a Housemaid or a Cook and leave out another 
Indoor Servant. Similarly an Employer of Labour in 
Trade can insure all his Clerks, or all his Warehouse- 
men, or all his Travellers, and so on, although as a 
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general rule a Company insists on the whole of the 
Employees being covered. 

Sub-contracts. — In connection with the Insurance of 
Trade Eisks, an important point which occasionally 
arises is in connection with what are known as Sub- 
contracts, since under Section 4 of the Act it is pro- 
vided that, where a principal in the course of or for the 
purpose of his Trade or Business contracts with a 
third party for the execution of certain work undertaken 
by the principal, the Employees of such third party, or 
contractor, shall have the option of claiming Compen- 
sation under the Act from either the Principal or the 
Contractor. Accordingly one of the questions asked in a 
proposal for the Insurance of this class of risk is: "Do 
you wish to insure in respect of Sub-contractors' Work- 
men? If so, state estimated amount of Contracts." 

Changes in Risk.— The risk of the Company com- 
mences with the payment of the first Premium, which 
in most cases is for the period of One Year. Should, 
however, any changes, either in the numbers of the 
Employees or in the Wages paid to them, occur in the 
course of the year, it is usually considered suflBcient it 
notice of such changes be given at the next Renewal 
Date, when a full statement of the numbers of Employees 
and their Wages is required to be made, and, if 
necessary, an Adjustment in the Premium either for 
the past or future years is made. In the meantime, the 
Company will consider itself on the risk for all 
Employees throughout the year, whether they were 
included at its commencement or not. 

Home Offic3 Returns. — Under Section 12 of the Act 
it is provided that Employers in certain Industries, 
selected by the Home Office, "'= shall make Annual Eeturns 

• By an Order of the Secretary of State issuecl in January, 1908, 
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to the Secretary of State specifying the number of 
injuries for which Compensation has been paid, the 
amount of such Compensation, together with other 
particulars relating to such injuries, for the previous 
year. Tliis duty is, however, now undertaken by the 
Company in which the Employer in any Industry of 
this kind is insured, and for the purpose of making a 
correct return Employers are required by the Company 
to furnish information as to whether the provisions of 
the Factory Act, 1901, relating to the posting at the 
entrance of the Works of an Abstract of this Act, have 
been complied with. 

Boaxd of Trade Returns. — Under Section 33 of the 
Assurance Companies Act, 1909, provision is made for 
Annual Eeturns to the Board of Trade of the Business and 
Eevenue Account relating to this branch of Insurance 
during the previous year, as well as for a Quinquennial 
Eeturn showing the estimated liabilities in respect of 
such Business,* which must be made by an Actuary, 
whose qualifications are defined in the Statutory Eules 
issued by the Board of Trade in 1910.+ 

(c) Third Pabty Indemnity Insurance. 
Object of Third Party Insurance. — The object of this 
form of Casualty Insurance is to cover the liability under 

these Industries include those connected with Mining, Quarrying, 
Bailways, Factories under the Act of 1901, Harbours and Docks, 
Engineering Works of various kinds, and Shipping (excluding Sailing 
Vessels in the Sea-fishing service). A separate Eeturn is required 
for each of the following Industries : — Factories, Mines, Quarries, 
Bailways, Docks, Steamships, Sailing Vessels, and Constructional 
Work. 

• These Eeturns are similar to those required under the Em- 
ployers' Liability Act, 1907, which Act is repealed by that of 1909. 

f These qualifications are somewhat less stringent than those con- 
sidered essential for the valuation of Life Assurance Business. 
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Common Law of Owners of Property, Managers of 
Schools, Public Authorities, Warehousemen, Tradesmen, 
and others, for Accidents which may be the means of 
inflicting injuries upon Tenants, Customers, or the 
General Public, either through negligence on the part of 
their Employees or through some defect in their 
Premises. There are usually four different kinds of 
Policies issued by Accident Companies in connection 
with Eisks of this kind : (1) Property Owners' Liability, 
(2) Drivers' Eisks, (3) Motor Car Eisks, and (4) Lift 
Eisks. 

Property Owners' Indemnity. — These Policies indemnify 
Property Owners and other responsible persons from any 
Damages and Legal Expenses which they may incur 
owing to defects in the Ceilings, Floors, Stair Eails, 
Walls, Chimney Pots, Slates, Spoutings, Outside Blinds, 
and Advertisement Boards, attached to their Premises, 
such defects resulting in injury to Tenants, Customers, 
or the General Public. When the Insurance is in con- 
nection either with Builders and Contractors' Eisks or 
with Warehouses, Factories, and similar buildings, the 
Premium for such an Insurance is generally based upon 
the estimated wages (with a minimum of £1,000) paid 
to the Employees against whose negligence the 
Indemnity is required, the amount of such Premium 
being adjusted at each Eenewal Date in accordance with 
the returns made by the Insured of the estimated 
^ages for the current year. When the Indemnity is 
required for pQssible injuries to School Children owing 
to defects in the School Buildings, i= the rate of Premium 

f Under the provisions of the Education Acts, 1902-3, managers 
of non-provided Schools are rendered liable for the repairs of the 
School Houses under their supervision, and hence for injuries caused 
fp Tlijrd fartj^s p,s th^ result gf sgc^ bpjldings being ip b^d repair. 
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is a fixed amount (usually 2s. 6d.) per hundred children. 
In other risks of this kind the rate depends to a great 
extent upon the circumstances peculiar to each case. It 
is customary to place limits as regards the amount of 
Insurance in respect of — (a) one person injured, (b) any 
number of persons, however great, injured at the same 
time and through the same accident, and (c) all injuries 
within the same period of Insurance. It is also 
customary to exclude from the Eisk all injuries caused 
either by Lifts, other than Hoists and Cranes, or by 
Horses and Vehicles. It is a Condition of this class of 
Policy that the Premises which form the subject of the 
Insurance shall be kept in thorough repair as well as 
open to the Company's Inspectors. 

Drivers' Indemnity. — There are two distinct forms of 
Indemnity in connection with Drivers' Eisks : (a) against 
Liability in respect of Accidental Personal Injuries to 
Third Persons, or Accidental Damage to their Property 
through the negligence of the Drivers, Horses, or 
Vehicles belonging to the Insured ; (b) against Acci- 
dental Damage to the Insured's Vehicle whilst in a 
public thoroughfare, and Fatal Injury to his Horses (up 
to two-thirds value) caused by Accident in a public 
thoroughfare. These Indemnities can be combined in 
one Policy, or (a) taken separately, but (b) cannot be 
taken alone. Accidents happening to Passengers while 
being conveyed in the Insured's Vehicles are, however, 
excluded from the Eisk. The rate of Premium for this 
Eisk, which is fixed at so much per Driver, varies in 
amount according to the Population of the Town for 
which the Indemnity is required, special rates being 
charged for such Vehicles as Cabs, Omnibuses, Brakes, 
and large Vans. In the application for Indemnity (b) 
Jihe proposer mjist giye a jEuJl description of the Horses 
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and Vehicles to which the Indemnity applies, together 
with their original cost and present values, dates of make 
or purchase, and ages of the Horses, these particulars 
being incorporated in a Schedule on the Policy. 

Motor Car Indemnity. — Motor Car Eisks are of two 
kinds : those applying to Private Cars and those apply- 
ing to Public Cabs, Hire Cars, and Garage Cars. The 
Indemnity in connection with Third Party Insurance 
covers all claims for which the Insured may be liable 
for injury to persons (excluding Passengers) and 
Animals, or Damage to Vehicles or Property caused 
by the Car, together with all Law Costs incurred by 
consent of the Company, which reserves to itself the 
rights of the Insured under the usual Subrogation 
Clause. For an additional Premium of 25 per cent, of 
the Ordinary Premium the Indemnity covers injuries 
to Relations and Friends of the Insured while driving in 
the Insured Car. The rates of Premium charged are 
regulated by the amounts both of the Horse Power of 
the Car and of the Limit placed on the sum payable in 
respect of a single Accident. It is seldom, however, for 
Motor Car Risks to be effected covering Third Party 
Liability only, since for a comparatively small additional 
Premium an "All Risk" Policy can be obtained, which 
covers the risks of Accidental Damage, Third Party, 
Fire, Theft, Transit, and Damage to Tyres, Lamps, and 
Accessories. Substantial Reductions are made in the 
Premium in the event of (a) the Owner only driving 
the Car, (&) more than one Car belonging to the same 
person being included in the Risk, and (c) the Insured 
bearing the first £5, £10, or £20 of the claim. 

Lift Indemnity. — Owners of Lifts can secure an 
Indemnity from Compensation for injuries caused to 
Passengers using such Lifts, vyhether the Passengers 
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are employed in the Owner's service or not, the amount 
of Compensation (including Law Costs) being limited 
in the same way as in Property Owners' Liability Eisks. 
The proposer is required to give a description of the 
Lift, such as its Maker's Name, its Carrying Capacity, 
and its Situation, and to undertake either to have a 
weekly inspection by a competent engineer and make 
monthly reports as to its condition, or to pay, by means 
of an additional Annual Premium, for the services of 
the Company's engineer, who will make a periodical 
inspection of the Lift, and also keep it in good order. 
The Proposer further undertakes to maintain the Lift 
and its machinery in good repair. In the event of an 
Accident occurring to the Lift resulting in a claim for 
Compensation, notice of such Accident must be given 
within three days of its occurrence. 

(III.) BUEGLABY InSUHANCB. 

Nature of Bisk. — This form of Insurance, which may 
be considered as an offshoot of Casualty Insurance, is of 
comparatively modern origin, dating as it does only from 
the year 1889. The term " Burglary" is here used in a 
very general sense, and is employed to include not only 
Burglary in the strict legal sense, but also House- 
breaking, Larceny, and Damage to Property as the 
result of Theft (except where an Indoor Servant is 
concerned), either attempted or accomplished. Com- 
panies transacting this branch of Insurance Busi- 
ness issue various forms of Policies which may 
cover the risks of : (a) Burglary and Housebreaking 
only ; (&) Burglary, Housebreaking and Larceny 
(including Theft by Servants) ; (c) either of these risks 
with the addition of Damage to Property ; {d) Theft of 
Jewellery and other Valuajbles either in £t Private House 
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or while the Owner is traveUing. The Property of 
Visitors may also be included in the first three of these 
risks for a slightly increased Premium. 

Between Burglary and Fire Insurance there is a great 
similarity, so much so indeed that it is a very common 
practice for Companies, which transact both these 
branches of Insurance, to issue Combined Policies, 
some of the principal Conditions of which apply equally 
to the Fire and Burglary Eisks.- A practice, also 
similar to Fire Insurance, prevails in Burglary Insurance 
of dividing the Eisks into "Private Dwelling" and 
"Business Premises" Eisks. 

Private Dwelling Risks. — The rate of Premium for the 
former class of risk, where the full value of the contents 
is insured, is usually Is. 6d. per cent, for Burglary and 
Housebreaking only, and 2s. per cent, for these risks 
combined with Larceny and Theft by Servants, a 
minimum Premium of 5s. being charged. These rates 
include the risks of Theft of Property belonging to the 
Insured's Servants, and also, as a rule. Damage to 
Property.! There is no Average Condition in a Policy 
of this kind, and, during temporary removal from one 
residence to another, the Property is covered against 

* Combined Household Policies are also issued covering the Eisks 
of Fire, Burglary, and Workmen's Compensation (Domestic Ser- 
vants), as well as policies covering "All Risks," under the latter of 
which the Insured is indemnified against loss oJ property from any 
cause whatever, with the exception of such losses as are due to wear 
and tear, war, and civil commotion. 

t One or two Companies have introduced schemes providing for 
the payment of Compensation in respect of personal injury to any 
member of the Insured's Household through assault by Burglars, in 
the form either of a lump sum down in case of death within three 
months of the assault, or of a weekly payment for a period not 
exceeding 26 weeks in ease of Total Disablement arising from an 
assault. 
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Theft to the extent of ten per cent, of its value. When 
only a portion of the contents of the House is insured 
the rate of Premium is of course much higher, the 
amount depending upon the proportion of the value 
of the Articles insured to the value of the total contents 
of the House. There is some difference in practice 
among Companies as to the length of time a House 
may be left unoccupied without invalidating the 
Insurance. While some Companies place no limit on 
this period, others limit it to a month or to thirty days 
during the year covered by the Insurance, unless notice 
be given to the Company of the Insured's intention to 
leave the premises unoccupied.! It is usual to place in 
the Schedule of the insured Property different limits 
for the amounts at risk in respect of Household Goods 
and Jewellery and other Valuables, such as Plate, 
Trinkets, Purs, Lace, and Challenge Cups and Trophies. 
This last-mentioned class of Property can be insured by 
Special Policies while in the possession of the Insured, 
either when visiting other houses, or during his travels 
in any part of the United Kingdom or the Continent 
(excluding Italy, Turkey, Russia, and Spain, in which 
countries the risk of Theft is considered to be a 
hazardous one). 

Shop Risks. — The risk in connection with Business 
Premises is always limited to that of Burglary and 

t In a recent paper by Mr. Orton-Smith, read before the Insurance 
Institute of Nottingham, statistics are given showing the percentages 
of Losses from Private Houses during (n) Occupation, (b) Temporary 
Absence, and (c) Holidays, such percentages being 27, 49-5, and 23-5 
respectively. The author points out that most of the Losses during 
Temporary Absence were due to the fact that no servant was kept 
by the occupier, and also that the month of October was responsible 
for the greatest number of Losses and that of August for the 
smallest. 
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Housebreaking only, and, except in the case of large 
Stocks, a small proportion of the total value of which 
can be insured at Special Eates, the full value of the 
Stock must be covered. For the purposes of Insurance 
the different Trades are classified according to the hazard 
involved, and divided into four classes : Ordinary, 
Medium, Hazardous, and Special. The principal 
Trades represented by these various classes are : (1) 
Clothiers, Drapers, Hosiers, Stationers, and Tailors ; 
(2) Fancy Goods Dealers, Dressmakers, Silk Merchants, 
Cutlers ; (3) Antique and Picture Dealers, Cycle Dealers, 
Branch Banks, Sub-Post Offices, and Licensed Victual- 
lers; (4) Jewellers and Silversmiths, Pawnbrokers, and 
Furriers. For each of these classes there are two 
rates of Premiums : (a) Premises occupied at night, and 
(b) Premises unoccupied at night ; the rates for (b) 
being about 50 per cent, higher than those for {a). A 
reduction in the rates is, however, allowed upon satis- 
factory proof being given to the Company either of the 
installation of an efficient Burglary Alarm throughout 
the Premises, or of the Premises being patrolled by a 
Watchman during the night. In all risks of this kind 
it is usual for the Company to have the Premises 
surveyed, and also to take into consideration the Moral 
Hazard involved in a particular risk, such hazard being 
of greater importance in this branch of Insurance than 
in any other. 

Companies attach great importance to the nature of 
the answers to the questions in the Proposal Form, 
in connection with this class of risk. Among the 
questions put to the proposer are the following : — 

(1) How long have you carried on business in 
these premises ? 
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(2) Are the premises occupied at night by pro- 

poser ; if not, by whom ; and are they left 
unoccupied at any time ? 

(3) Do you keep Books of Account, and, if so, 

where are these deposited at night? 

(4) Has your Fire or Burglary Insurance ever 

been declined by any Company? 

Full information is also required with regard to (a) 
the fastenings of the Windows and Skylights, {b) the 
proportion of the total value of any Jewellery secured 
in Safes, (c) the Safe in which such Jewellery is 
deposited, and {d) previous Insurances and Attempts 
(if any) by Burglars to enter the premises.* 

(IV.) Fidelity Guaeantbe Insurance. 

Description of Bonds. — This form of Insurance is also 
of comparatively modern growth, although to a limited 
extent a few Companies have transacted business of this 
kind for many years past . At the present time, how- 
ever, practically all Companies transacting Fire and 
Burglary Insurance include that of Fidelity Guarantee 
among the risks which they accept, and hence the prac- 
tice which formerly prevailed of requiring responsible 
Sureties for persons before appointed to positions of trust 
is now obsolete. There are three forms of Fidelity 
Guarantee Bonds issued by Insurance Companies, viz.. 
Commercial Bonds, Government Bonds, and Legal 
Bonds. The first of these Bonds relates to Employees 
engaged in Business Houses, such as Secretaries and 
Managers, Clerks and Cashiers, Collectors and Commer- 

' For fuller particulars respecting tliis branch of Insurance 
the student is referred to Mr. F. D. McMillan's little book, entitled 
" Outlines of Burglary Insurance." 
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cial Travellers. The rates of Premium for this class of 
risk vary from 10s. to 35s. per cent., according to the 
particular position of the Employee atod the tiature of 
his duties. Companies will, however, if preferred, issue 
what are termed "Collective Bonds," by wHcb the 
whole of the Staff of a Firm or Public Company can be 
guaranteed under one Policy at a uniform rate of 
Premium, which allows for alterations being made in 
the Schedule of the Employees without the payment 
of an additional Premium. The rate of Premium for 
a Collective Bond is determined by the number of 
persons included in the Guarantee. 

Government and Legal Bonds. — Government Bonds 
are issued in connection with Civil Servants and other 
Public Officials, which include Official Eeceivers and 
Trustees in Bankruptcy, Bonded Warehousemen, Col- 
lectors of Bates and Taxes, and the Staffs of Local 
Authorities. Legal Bonds are issued for the purpose of 
guaranteeing the Fidelity of Administrators of an Intes- 
tate Estate, Committees in Lunacy, and Eeceivers 
appointed under an order of the Chancery Division. 
The rates of Premium for these risks are generally the 
subject of special quotation and are dependent upon the 
circumstances of each case. 

(V.) Plate Glass Insubancb. 
Description of Risk. — There are two forms of this 
branch of Insurance — one applying to Private Dwelling 
Houses only, and the other to Shops and other Business 
Premises. The rates of Premium for the windows of 
Dwelling Houses are based upon the amount of the Eent 
of the House, and range from 3s. 6d. when the Eent is 
only £25 or under to 15s. when it is £100. Above £100 
rental value Special Bates are charged. Insurances can 
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also be effected on Mirrors and other descriptions of Glass 
inside a House. In the case of Shops and Business 
Premises generally, the rate of Premium is dependent 
upon : (a) the superficial area and quality of the Glass 
to be insured, (b) the Market Price of Glass, and (c) 
the position of the Premises to which the Glass is affixed. 
The risk applies to breakage of any kind except when 
caused by Fire or Explosion, and covers not only Plate 
Glass Windows, but also Lamps and Name Plates outside 
Shops, Show Cases, Glass Shelves, and Enamel and 
Painted Lettering on Glass in Doors and Windows . It 
does not, however, cover damage to the Frame-work to 
which the Glass is attached. 

(VI.) MiNOE Beanches of Insueance. 

In addition to the descriptions of Eisks undertaken by 
Insurance Companies which have set out with more or 
less detail in the foregoing pages, there are a large 
number of Eisks undertaken of which the limited space 
at our command precludes any notice. Such Eisks 
include those relating to Bad Debts, Cycles, Engines and 
Boilers, Forged Transfers, Hailstorms, Horses and Cattle, 
Insanity, Licences, Loss of Baggage, Damage to Pictures 
and other Works of Art, and Jury Service. The latest 
form of Insurance is, however, one which provides Com 
pensation in the event of the Insured being seriously 
affected by Wet Weather during their Holidays, provided 
they are spent in certain towns on the East and South 
Coasts of England. There are four Policies issued known 
as Pluvius PoUcies A, B, C, and D. 

Policy A provides for payment on each separate week 
on which there is over 0'20 of an inch of rain on more 
than two days of twenty-four hours each ; 15s. per week 
will give £6 per week Compensation. 

15 
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Policy B pays for every day when there is a rain 
excess of 0'20 ; 15s. per week gives 10s. per day, 30s. 
gives 20s. per day. 

Policy C pays Compensation for the second and each 
additional day of rain in every separate week on which 
there is over 0'15 of an inch. The Premium per week 
and the Compensation per day are the same, e.g., 15s. per 
week gives 16s. per day. 

Policy D covers four consecutive days, and is 
useful for week-enders. In towns where no official 
rain-gauges exist the nearest one thereto is taken 
as evidence. 

Proposals for A, B, and C Policies must be made at 
least seven days before commencement of risk, for 
Policy D two days previously, and must all be made 
through a broker at Lloyd's., The Compensation is 
sent to the Assured without his application and without 
delay. 
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The Primer of Book-keeping 

A FIRST COURSE FOR STUDENTS 
By L. C. CROPPER, F.C.A.. etc. 

ADTHOB OF 'BOOK-KEEPIKO AND ACCOBNTS" AND " ELEMENTART 
BOOE-KEEPINO " 

Crown 8vo. t6o pages. Cloth. Price 1 s. net 

This book is admirably adapteil for use in Day Schools, and in those 
Evening Classes where the priea as well as the q^ttalitj/ of a Text-Book 
determines whether it can be adopted or not. There are about 100 
I arefully selected and graded Exercises, exclusive of many pages of 
Examination Papers. The Explanatory Text is both simple and ade- 
(luate, and teachers may feel quite sure that in adopting this book they 
are providing their pupils with a thoroughly sound and comprehensible 
exposition of the principles of Modern Book-keeping and not burdening 
them with obsolete methods that have no relation to a modem 
Counting House. 

N.B FULLY WORKED KEl' IN PREPAEATION 



Elementary Book-keeping 

A TEXT-BOOK FOR STUDENTS 
By L. C. CROPPER. F.C.A.. etc. 

AUTHOB OF " BOOE-KEEPINO AND ACCOUNTS," "THE PBIMBB OF 
BOOK-KEEPING *' 

Crown 8vo. 304 pages. Cloth. Price 2s. net 

This Text-Book is entirely distinct from Mr. Cropper's larger 
treatise, "Book-keeping and Accounts," and, as its title indicites, is 
intended as an introductory Text-Book to that volume. Besides a 
large selection of recent Examination Papers set by the various Bodies 
examining in Book-keeping, tliere are numerous graded Exercises 
appended to the various chapters. Like all Mr. Cropper's works the 
book is thoroughly modern, both in matter and spirit, care having been 
taken that the student shall have nothing to unlearn when confronted 
with present-day practice. 

The School Odabdian says: "This book needs no Tecommendatioii, the 
Tery name ol the anther Is a suffloient guarantee of its merits " ; and the CouMEB- 
ciAL Teacheb oharaoterlaci <t as "an admirahlo pubUcntlon worthy of Iti 
author," 

N.B.- FULLY WORKED KEY IN PREPAEATION 
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TEXT.BOOKS 



FOR DAY AND EVENING 
CONTINUATION CLASSES 
AND FOR REWARDS 



PUBLISHED BY 

MACDONALD & EVANS 

4 ADAM ST.. ADELPHI. LONDON, W.C. 



A First Course in 

Commercial Correspondence 

and Office Routine 

By JOHN KING GREBBY 

AUTHOR OF "MODERN COMMEECIAL C0RRE6P0NDEMCE," ETC 

160 pages. Cloth. Price Is. net 

Modern 
Commercial Correspondence 

By JOHN KING GREBBY 

EXAMINER IN HANDWRITING AND COMMERCIAL CORRESPONDENCE 

TO THE KOTAl. SOCIETY OF ARTS ; FORMERLY PRIVATE SECRETARY 

TO THE LATE SIR CODRTENAY BOTXiE, K.CJB. 

Crown 8vo. 2g6 pages. Price 2s. 6d. 

The Schoolmaster says: "A notable book. TTrltten by one expert and 
edited by another, t^e book was sure to be sound in tbeoiy and practice. . . . The 
book is fall ot good points, and we commend it to the notice ol all." 

The Institute of Cohmebce Magazine describes it as "An excellent 
Text-Book wherein the student will find much iulonnation of use to him." 

Marine Insurance 

ITS PRINCIPLES AND PRACTICE 

By FREDERICK TEMPLEMAN 

adjuster of claims to the alliance assurance CO. limited. 

Second Edition. Crown 8vo. 244 pages. Price 3s. 6d. 

Fairplay says ; " Conciseness ol exposition and clearness of statement are 
the distinguishing^ features of this work. 'We recommend It as an excellent hand, 
book of the principles and practice ot Marine Insurance." 

The Local Government Journal Bays : " Mr. Tomplemnn is eminently 
qualified for the task he has undertaken, and he has certainly succeeded in producing 
a work which is not only a text-book, but may also be of inestimable value to all 
persons engaged In the shipping trade. It deals simply witli tlie principles and 
practice of Marine Insurance, but there is hardly an explanatory statement that la 
not fortifled by legal decisions." 

The Economist concludes a long and favourable review by saying that " Mr, 
Templcman's book is concise, clear and Interesting." 
■\ 



The Complete Pocket 
Book-keeping Exercise Book 

By J. LEHMANN REES, F.C.I.S., A.S.A.A. 

INCORPORATED ACCOUNTAfJT 

Second Edition. 8x5^ inches. Price 8d. net 
FOR INTERMEDIATE 6 ADVANCED STUDENTS 

Book-keeping and Accounts 

A TEXT=BOOK FOR STUDENTS 
By L. C. CROPPER. F.C.A. 

SENIOR EXAMINER TO TBE LONDON CHAMBEIl OF COMMERCE ; AN EXAMINK 

TO THE ROYAL SOCIETT OP ARTS ; LATE LECTURER TO THE CHARTERED 

ACCOUNTANTS' STUDENTS* BOCIETT OP LONDON ; AUTHOR OP " THE PRIMER 

OF BOOR-KEEPING" AND "ELEMENTARY BOOK-KEEPING" 

Crown 8vo. 920 pages. Cloth. Price 3s. 6d. net 

BECOMMENDED BY THE INSTITUTE OF BANKERS 

This is au exhaustive and, as might be expected, a thoroughly 
authoritative treatise covering the whole subject. 

The Secretary says : " The result is a. book that should be o£ lasting value, 
both to Examiners and Teachers of Book-keeping." 

The Incorporated Accountants' Journal says : " The first thing that 
strikes us about this book is that it deals with the subject as it is treated in actiml 
practice. . . . Notwithstanding the many publications on Book-keeping now on 
the market, Mr. Cropper's book, which extends to some 750 pages, miut be 
regarded as an addition to accountancy literature, possessing distinct valne to the 
student." 

'The Accountant says : " It does not often happen that a practising accoun- 
tant has had the varied experience as examiner and tutor that Mr. Cropper has 
before publishing his first book. It is only to be expected tliat the reader should 
profit from this delay, and that will certainly be the case with those who acquire 
Mr. Cropper's book, for throughout It bears the impress of experience. His 
readers will find themselves in safe hands, and can rest assured that they will not 
learn from the work methods which presently they will have to unlearn." 

The Schoolmaster says : " It is, we say at once, one of the best, if not abso- 
lutely the best, work on the subject we have seen. . . . We strongly commend It 
to the notice of all — whether teachera or students." 

The Accountants' Journal says : "It is perfectly true, and no more than 
Just, to say that this volume should be in the possession of all students." 

The Book-keepers' Magazine says : "An extremely good and valuable book." 

The Educational Kecord says : " Mr. Cropper has an excelleut and com- 
prehensive method in writing which enables him to deal exhaustively with the 
principles and practice ol Book-keeping in Its widest sense. . . . The author's 
lengthy experience as an examiner has suggested the inclusion of a section 
dealing with methods of preparation for examination and of answering questions 
in examination, which will be found to be sound both in theory and practice." ^ 
The Publishers will send upon application a copy of the voluminous Index, post 
. free, to any teacher or student. 
N.B.— FULLY WOEKED KEY IN TBEPAEATION 
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The Principles and Practice 
of Life Insurance 

With Chapters on Fire, Workmen's Compensation, 
and other Kinds of Insurance 

By A. W. TARN, F.I.A. 

EDITOR OF "TALFOKD'a IN8DRANCE GUIDE AND HAND-BOOK" 

Crown 8vo. About 220 pages. Price 3s. 6d. 

This book will do for the student o£ Life Assurance, etc., what Mr. 
Templeman has done for the student of Maiine Insurance. There haa 
hitherto been no bnok which adequately explains this somewhat complex 
subject in terms that can be comprehended by junior students. The 
book will cover the syllabus of the London Chamber of Commerce. 



The 

Elements of Commercial Law 

With Brief Notes on Scots Law 
By H. W. DISNEY, B.A. Oxon 

*'*ail[STEn-AT-LA'W; lecturer at the LONDON SCHOOL OF ECONOMICS ; 
MEMBER OF FACULTY OF LAWS IN THE UNIVERSITY OF LONDON. 

Crown 8vo. 220 pages. Price 28. 6d. 

I'he Accountants' Magazine says : " The language is simple, the style lucid ; 
yet withal It is written in a thorong^hly scientiHc spirit." 

The Law Students' Journal says : The learned writer of this handbook 
mates it clear Irom his preface that the book is intended lor commercial students. 
He has accordingly not burdened his text by citing authorities, and haB as far as 
possible avoided legal technicalities. . . . Altogether It is a very excellent band- 
*iook." 

The Schoolmaster says : "Essentials are nowhere omitted, but technical de- 
tails, useful only to the practical lawyer, are everywhere conspicuously absent. 
This is just as it should be in a book ot this kind, and we have no hesitation in 
prophesying a ready sale, as soon as teachers of commercial classes have had ar 
opportunity of becoming acquainted with the merits of the work." 
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The Principles and Practice 
of Typewriting 

By CHARLES H. KIRTON 

EXAMINER FOR TEACHERS' AND STDDENTS' DIPLOMAS IN TYPEWRITING TO THE 
NATIONAL SHORTHAND ASBOCIATION (INCORPORATED), TYPISTS' SECTION ; 
LECTURER IN TYPEWRITING, COMMERCIAL CORRESPONDENCE AND BUSINESS 
METHODS; ASSISTANT SECRETARY, MINING AND TECHNICAL COLLEGE, WIGAN 

ETC. 

Fcap, Folio, i68 pages. Price 2s. 6d. net 



Modern Business Training 
and the Methods and 
Machinery of Business 

By JOHN KING GREBBY 

AUTHOR OF "MODERN COMMERCIAL CORRESPONDENCE" 

Crown 8vo. Two vols. — Elementary and Advanced. Price 2s. 
net per vol., or 3s. 6d. net complete. The complete book 
extends to 6oo pages. 

The ScHOOLHABTEK says : " This hook, emhracing as it does erery hranch of 
commercial life, will he found thoroughly practical and up-to-date. The author 
has taken pains to give the methods actually in use in the most prominent husiness 
houses in the country. . . . Well-chosen exercises are placed at the end of each 
chapter, and candidates for the examinations held hy the London Chamher of 
Commerce, The National Union of Teachers, The Eoyal Society of Arts, etc., will 
find these of use in their preparation. Although not written with the idea of 
cramming, this hook provides in as comprehensive a manner as possible a thorough 
explanation of the most modem husiness methods." 

The Book-keepers' Magazine says : " Full of valuable and useful informa- 
tion from beginning to end. We have studied it with very great interest and 
pleasure, and strongly recommend it to the Junior Student, the Advanced 
Student, the Commercial Teacher, and the Business Man. It is exceedingly good 
value for money." 

The Associated Accohntants' Journal says : "A comprehensive well- 
written work on the Machinery of Business embracing elementary, intermediate, 
and .advanced sections of the subject has long been needed. Mr. Grebby has sup- 
plied the want. . . . Not only is it an invaluable work for the student, hut it is a 
useful book for the business man to have within reach. It can he confidently 
recommended for adoption as a text-book hy all teachers of the subject." 
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A Plain Guide to 
Investment and Finance 

By T. E. YOUNG, B.A., F.I.A. 

PAST PRESIDENT OF THE INSTITUTE OF ACTUARIES, PAST CHAIRMAN OP THE 

LIFE offices' ASSOCIATION, LATE HEAD ACTUARY OP THE COMMERCIAL 

UNION ASSURANCE CO. 

Crown 8vo. 350 pages. Cloth, and Edition. Price 5a. 

Invaluable to all Teachers of Business Methods 

The Financial Times, Jan. 4, 1909 says: "It is carefully and lucidly written, 
and anyone who desires to ?et a oomprehensiTe grasp of the financial world at 
large and of the Stock and Money Markets particularly, cannot secure a better or 
more reliable gnlde." 

The Financier says ; " Eegarded from every point of view this work Is really 
admirable, and the reader cannot tail to profit very greatly from its clear 
exposition." 

The Financial Standard says : " Mr. Young's book truly fulfils the office of 
guide. A child could understand Its simple explanations. Everything that It 
is necessary for one to know is expounded clearly and concisely, and the varying 
inSuences to which the Investment market Is subject are shown. The book Is a 
veritable vade mecum and all Interested in finance and financial operations should 
not be without it." 

The Investor's Beview says : " We are glad to testify with emphasis to the 
excellence of tliis manual. It Is one of the soundest, most carefully written, 
honest, and lucid manuals on the subject dealt with we have ever come across." 

The Post Magazine and Insurance Monitor says : " This Is a book which 
would amply merit more than one notice. No other author is better equipped 
than Mr. Toung to supply a real and wide knowledge. Nothing superficial will 
ever be found in his pages. ... To sum up, we give a most cordial welcome to i- 
very valuable book. The man who relies on his experience will learn much frou 
its exposition of principles, and the student who resorts to it to equip himself in 
principle will find abnndant assistance to him in the at first bewildering work of 
practice." 

«*» <*» 

An Elementary Manual of 
& Statistics 

By A. L. BOWLEY, M.A., Trinity College. Cambridge 

ODV SILVER MEDALLIST AND VICE-PRESIDENT OP THE ROTAL STATISTICAL 

SOCIETY, 1895 ; NEWHARCH LECTURER 1897 AND 1898 ; READER IH 

STATISTICS IN THE UNIVERSITY OF LONDON 

Crown 8vo. Cloth. Price 5s. net 

The Yorkshire Observer says : " We have here an invaluable Text-book in 
an extremely useful series. . . . An adequate first course for students arrayed 
with ail Mr. Bowley's well-known clearness and skill." 

The Economist says: "Mr. Bowley's book provides a practical and clear 
Introduction to the subject, in which the results of much knowledge are admirably 
arranged in a small space." 

The Lancet says : " It deals in masterly style with some of the more dlfflcnlt 
problems that perplex the beginner." 
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Landlord and Tenant 

Their Rights and Duties 
By ALBERT E, HOGAN , LL.D., B.A. 

I.ONDON UNIVERSITY LAW BCHOI.AR ; tATT SOCIETY'S SCHOLAR IB 

INTERNATIONAI. LAW ; QUAIH ESSAY PRIZEMAN ; WHITTDCK 

ESSAY PRIZEMAN, ETC. ; BOUCITOB 

Fcap. 8vo. Cloth, i6o pages. Price Is. 6d. net 
Limp Cloth, Is. net 

The AocoDNTANT says : " Treats of the subject in clear, simple, and, consider- 
ing the extreme technicality of the subject, in wonderfully non-technical language. 
The index is thoroughly sound and weU-arranged, and some useful forms are 
given in the appendix." 

The Associated Accountants* Journal says : "A capital little book, well 
written, clearly printed, and published at a reasonable price." 



How to Make and Prove a Will 

By ALBERT E. HOGAN, LL.D., B.A. 

solicitor; author of "landlord and tenant*' 

Fcap. 8vo. i6o pages. Pricels.6d.net. Limp Cloth, Is. net 

The Accountant says : ^ The book throughont shows the same clarity of 
style and expression as that of the author's * Landlord and Tenant,' and the same 
avoidance of technical phraseology. There Is a useful appendix of forms and a 
good working index." 

The Nottingham Guardian says : "Well printed and well arranged, and 
written in the clearest possible language." 

The Financial Times says : " Concise, accurate, and written in non-technical 
language ; tills and the volume dealing with * Landlord and Tenant ' should 
become popular." 



From Gild to Factory 

A First Short Course of Economic History 
By ALFRED MILNES, M.A. 

Crown 8vo. Cloth. Price 2s. net 

An admirable little book, most attractively written, and warmly 
recommended to students by JProfessora J. H. Masterman (Birmingham), 
W. T. Ashley (Birmingham),- T. F. Tout (Manchester), and L. L. Price 
(Oxford). 



